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Limited Slip Differentials Keep Vehicles 
Moving, Speed Work, Cut Downtime 


Ask your dealer for a demonstration of 
the limited slip differential. He can show 


you how this safety option will save time 


Crews get to the job faster, get back 
faster—when cars and light trucks are 
equipped with limited slip differentials. 
With a limited slip differential, power 
goes automatically to the rear wheel with 
the greater traction—and you’re protec- 
ted against getting stuck in mud, sand, 
snow or ice. So long as either rear wheel 


can get a grip you move and keep moving! 


and money in your fleet operation. Chances 
are he has a demonstrator equipped with 
a limited slip differential. 

Write Dana today for free booklet on 
the limited slip differential and a list of car 


manufacturers whoinstall it at thefactory. 
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for federal and state regulation of both 
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discriminatory administration of laws; for 
equitable and nondiscriminatory taxation; 
and, in general—for the perpetuation of the 
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free enterprise system. It is an open forum 
for the free expression of opinion concern- 
ing public utility regulation and_ allied 
topics. It is supported by subscription and 
advertising revenue; it is not the mouth- 
piece of any group or faction; it is not 
under the editorial supervision of, nor does 
it bear the endorsement of, any organiza- 
tion association. The editors do not 
assur’ responsibility for the opinions ex- 
press! by its contributors. 
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A statement of importance to the 


Four years ago the first Universal 
Pressure boiler system went on the 
line. This was the pioneer instal- 
lation at the Philo Plant of Ohio 
Power Co. (AEP System). 

Today, 16 Universal Pressure 
boiler systems—totalling 6,450,000 
kw-—are installed or on order from 
Babcock & Wilcox. 


During this time, the Universal 
Pressure boiler has become a major 
tool to help the industry reduce the 
cost of power generation. It has 
thoroughly demonstrated four im- 
portant advantages: reduced over- 
all plant capital costs, increased 
availability, increased economy, 
and lower maintenance costs. 


1. Reduced overall plant 
costs. A Universal Pressur: 
weighs 20% less than a drvin unit. 
This means smaller foun ations, 
less building steel, faster erection. 

2. Increased availability. A true 
once-through unit, the boi!:r’s it- 
herent simplicity is resulting ‘n 95% 
boiler availabilities. 
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bout the BeW Universal Pressure boiler. 


steam temperatures over 
2 operating range improves 
t’s overall efficiency. 
er maintenance costs. After 
the boiler can be entered 
> 3 hours. Fast cold starts 
restarts can be made with- 
ermal shock. 


After careful evaluation of oper- 
ating results of Universal Pressure 
boiler sytems, we strongly recom- 
mend its use for all electric utility 
applications involving turbine 
throttle pressures 2000 psi and up. 
We firmly believe that a review of 
the UP boiler system for your spe- 
cific conditions will show it as the 


boiler to specify for high-temper- 
ature, high-pressure service. 
Your BeW representative would 
be glad to review the benefits of 
UP boilers with you on request. 
The Babcock & Wilcox Company, 
Boiler Division, Barberton, Ohio. 


Babcock « Wilcox 





wth the Cocliéors 


a ONSUMERS are very fine people and 
deserve every consideration.” With 
this disarming generality, one of the au- 
thors whose article in this issue appears 
on page 883 proceeds to take a rather 
critical view of what is fast becoming the 
cult of the consumer. The author is 
Fercus J. McD1armip, vice president of 
The Lincoln National Life Insurance 
Company, Fort Wayne, Indiana, whose 
discussion about the problem of financing 
utility expansion is in substance a restate- 
ment in article form of his recent address 
before the Indiana Electric Association 
meeting at French Lick, on October 5th. 


PRroBABLY the reason why we are all so 
sympathetic with the consumer interest 
is because it is so universal. We are all 
consumers. That goes for the great rank 
and file of our citizenry, as well as 
specialized segments such as corporate 
management, regulatory authorities, and 
other government officials. There is no 
escaping our role as a consumer in mod- 
ern society. We get this credential the day 
we are born. It is something like the mod- 
ern status of the universal man, which 
the hero of a current musical comedy hit 
on Broadway sums up: 

“I have a lifetime membership in the 
human race, 


LINCOLN SMITH 


LLOYD G. HAMMEL 


“Entitled to all the benefits of the 
brotherhood of man.” 


B" is there a danger that excessive if 

not aggressive preoccupation with 
the interest of the consumer may result 
in actual damage to the consumer, as 
such? Our author recalls the parable of 
the ant and cricket. The cricket was ver) 
consumer-minded, at least all summer 
long; but when the going got tough and 
the snow began to fly, the cricket came 
out on the short end. The same thing hap- 
pened to overmature civilizations of 
Rome and other self-indulgent cultures 
to which our contributor refers. The true 
interest of the consumer may lie just as 
much in looking out for the stability and 
security of his service, as in concentrating 
on present and possibly transient benefits, 
if the long-range factors are ignored. 


It is for this reason that we commend 
this thoughtful and challenging article, 
entitled “Where Is the Money Coming 
from?” To say that public utility service 
will always grow and prosper, simply be- 
cause it has always done so in the past, is 
merely another way of saying we are all 
still alive and kicking. It ignores the 
ominous possibility that we only die once, 
and that there could be an end to many 


PUBLIC UTILITIES FORTNIGHTLY—DECEMBER 7, 196! 





Super Sales Force 


They carry school books instead of sample kiis, 
» jeans instead of blue serge, crave candy 
f commission checks. Yet they’re masters 
the so;+ sell! 


ousands of schools across America, young- 
learning about the important role that light 
yur daily lives. And this story of light is 
‘ing home—because the kids are taking it 
telling it and selling it to their parents. 


; responsible for this valuable sequence of 
21 utility companies who sponsor CTAP: 
‘ht Better Sight Bureau’s Cooperative Teach- 


ing Aid Plan. By promoting CTAP, these utilities 
help enlighten today’s market—and tomorrow’s. By 
footing the bill for a highly useful series of teaching 
aids, they contribute toward better education, build 
better public relations, expand their service to their 
own communities, create better informed customers. 

CTAP sponsors will tell you that educational as- 
sistance pays off consistently with tangible gains. In 
fact, whenever industry and education work hand-in- 
hand, everybody benefits. 

Write, wire or phone today to find out how your 
company can participate in the Cooperative Teaching 
Aid Plan for 1962. 


LIGHT BETTER SIGHT BUREAU ¢ 750 THIRD AVENUE, NEW YORK 17, N. Y. 
SERVING THE COMMUNITY THROUGH EDUCATION 





PAGES WITH THE EDITORS (Continued) 


good things, if some forehanded pro- 
visions are not made for their continua- 
tion. 


E see a good example of this in the 

hectic scramble for merging the rail- 
roads and the airlines just to keep them 
going, even in a less affluent manner to 
which they have become unaccustomed. 
But will consolidations and mergers, 
with their accompaniment of operating 
economies, provide a lasting answer unless 
the more basic economic problems are con- 
fronted and dealt with realistically, if not 
solved satisfactorily? 


Mr. McDrarmip has long been a con- 
tributor to these pages, although in recent 
vears his welcomed efforts have become 
less frequent. A native of Canada and a 
graduate of the University of Toronto 
(’28), he started to work for The Lincoln 
National Life Insurance Company three 
days after receiving his degree and has 
continued his active interest in public 
utility investment as well as actuarial 
matters. His most recent volume, “Jnvest- 
ing for a Financial Institution,’ will be 
reviewed in our next issue. 


* * * * 


oe fairly regular contributor to 
our pages appears in this issue (page 
873), Dr. LINcoLN SMITH, associate pro- 
fessor of political science, New York Uni- 
versity. A native of Maine and a graduate 
of Bowdoin College, Dr. SmirH deals here 
with a recurrent problem of his native 
state, the status of power supply. For 
many years the Pine Tree state has had 
difficulty determining its position on han- 
dling its natural power resources. Early 
in the century, fearful that its unique 
hydro possibilities (among eastern states 
at least) might be siphoned off through 
exports of power, the Fernald Law was 
passed to keep Maine’s power at home. 


AND there it stayed for many years, un- 
exploited and largely undeveloped. Fol- 
lowing the repeal of the Fernald Law, the 
controversial and fascinating proposal to 
develop tidal power through the tre- 
mendous tides in the Bay of Fundy be- 
came a hardy perennial on the political 
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scene. And it is still pretty much in that 
status. 


Dr. SmituH’s article surveys recent de- 
velopments along this line, including 
changes in Maine’s power demand and 
market outlook. In addition to his faculty 
duties in New York, Dr. SmitH (who 
also has an AM and PhD from the Uni- 
versity of Wisconsin) is a member of the 
Maine Governor’s Committee on Pas- 
samaquoddy Development. 


* * * x 


ager G. HAMMEL, whose article en- 
titled “Is Regulation Keeping Up 
with the Times?” begins on page 893, is 
an assistant attorney general of Oregon 
and chief counsel for the Oregon Public 
Utilities Commissioner. He is a graduate 
of Purdue (BS, ’47) and Michigan Uni- 
versity Law School (LLB, ’49). He left 
private practice in 1952 to become an as- 
sistant attorney general and has had a 
wide variety of trial and appellate experi- 
ence for many different state agencies. 
He was appointed chief counsel for the 
Oregon commissioner in July, 1959, and 
has been involved in a considerable num- 
ber of rate proceedings, mergers, and 
utility reorganizations. 


THE next number of this magazine will 
be out December 21st. 


Ar CdlitGuaw 
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Do you have a 
Utility 


problem? 


America is growing. 

Our population is not only increasing 
in numbers, it’s spreading. Industry is 
expanding to meet challenging new 
opportunities. 

And Utilities are faced with enor- 
mous capital expansion to provide for 
the growing needs of industry and 
consumers. 

This is where the Irving can be of 
particular help—by assisting Utilities 


in making the many financial decisions 
incidental to growth. 


Our Analytical Studies, Seminars and 
Round Table Conferences have helped 
many Utilities bring added vitality to 
their capital planning, financing and 
cultivation of the financial community. 


For information, you are cordially 
invited to call our Public Utility De- 
partment at LL 3-2967 or write us at 
One Wall Street. 


IRVING TRUST COMPANY 


GeEoRGE A. Murpuy, Chairman of the Board 


C:°ital Funds over $155,000,000 One Wall Street, New York 15, N.Y. Total Assets over $1,750,000,000 


WILLIAM E. PETERSEN, President 


Public Utilities Department—JOHN F. CuiLps, Vice President in Charge 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 








































Coming inthe Uerdt Saout 


(DECEMBER 21, 1961, ISSUE)~ 





BY TRENDING RATES, CAN YOU PREDICT CHARGES? 
A member of the staff of the California Public Utilities Cc n- 
mission, Frank F. Watters, discusses the future trends of ext: o- 
sion and expansion which will affect the California, and nati:u- 


: 


wide, utility industry. The article gives a utility industry fo e- 
cast and sets forth the commission’s rules on extension of se v- 
ice and how they will affect gas, power, and other utilities wh ch 





serve the growing West coast population. The author also. x- 
plains the reasons behind the commission’s policy of thinking 
of adequate service at the present, rather than being unneces- 
sarily concerned with trends in the future. 





HOW NEW ACCOUNTING TECHNIQUES CAN 
IMPROVE EARNINGS 


The author of this article, Willard F. Stanley, writes about two 
accounting treatments which he believes are not being used 
by the great majority of investor-owned utilities in this coun- 
try, but which possibly might add considerably to the common 
stock earnings of utilities if they were successfully employed. 
Under the assumption that production of maximum per share 





earnings for common stock is one of the prime responsibilities 
and aims of all utilities, Stanley explains the two “new” meth- 
ods of accounting which, though popular in other industries, 
have not been widely adopted in the utility business. 








HOW DO UTILITY EARNINGS GROW? 


This article, by Professor M. Richard Sussman, is a sequel to 
his recent contribution to the ForTNicHTLy, entitled “Price- 
earnings: Price-dividends?” in which he examined the in- 
fluence of earnings and dividends on the common stock prices 
of investor-owned utilities. The present article provides prob- 
able results of the theories advanced in the initial discussion 
by applying the ideas to the operation of an hypothetical el«c- 
tric power company. Professor Sussman, assistant professor of 
finance at Pennsylvania State University, suggests and _ill:s- 
trates four general methods of causing earnings per share 0 


increase. 








AND IN ADDITION .. . .y Special financial news, digests, and interpretations of court 
and issi decisions, general news happenings, reviews, Washington gossip, and other features of 
interest to public utility regulators, companies, executives, financial experts, employees, investors, and 





others. 
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the appropriate power 
for your expanding program 


Pioneer Service & Engineering Co. 


231 SOUTH LA SALLE 











STREET + 


CHICAGO 4, ILLINOIS 














never was in the world two opinions alike.” 


—MONTAIGNE 





EDITH GREEN 
ae. Representative 
from Oregon. 


STUART T. SAUNDERS 
President, Norfolk & Western 
Railway. 


Lioyp V. BERKNER 
President, Institute of 
Radio Engineers. 


EDITORIAL STATEMENT 
The Wall Street Journal. 


Newton N. Minow 
Chairman, Federal Communications 
Commission. 


Dwicut D. E1IsENHOWER 
Former President of the 
United States. 


Excerpt from 
Interstate Commerce Commission 
report recommending federal 
subsidies for railroads. 


Tuomas B. REID 
Manager, civic and governmental 
affairs, Ford Motor Company. 


“If we could bring about [saline water] conversion 
at a price that consumers could afford, we would in 
truth make the deserts bloom.” 


¥ 


“The co-operation of labor is essential to the success 
of railroad mergers, and it is just as important for 
labor as it is for management that mergers be success- 
ful.”’ 

w 


“For the welfare of the nation and for the health 
of the electronics profession and industry we should 
cast our blinders aside and look at the opportunities 


that wait.” 
e 


“If we continue to let the government mismanage 
the railroads, the upshot undoubtedly will be national 
ization. And we will have solved nothing by taking 
that train to nowhere.” 


¥ 


“To those few broadcasters and their professional 
associates who would evade the nation’s needs crying 
‘Censorship! oh where will it end ?’—I ask: ‘Responsi- 
bility—when will it begin?’ ” 


* 


“The value of a political system is measured by the 
ultimate destiny of those who live under it. If it robs 
man of his soul, his dignity, his freedom, it must be 
renounced, whatever the immediate result may be.” 


e 


“A nation that is serious about propelling a man to 
the moon should be able to solve the mundane problem 
of moving its citizens dependably and comfortably 
some fifty miles or less from home to work without 
multiplying ribbons of concrete and asphalt that would 
strangle the central cities they are supposed to serve.” 


¥ 


“A kind of schizophrenia seems to overtake many 
business people in their approach to government. They 
cry government interference when laws are passed af- 
fecting their companies and any of the things they 
want to do. But just as loudly they cry, there ought 
to be a ‘law’ to keep the other fellow from doing what 
they don’t want him to do. . . . There is no reason 
whatsoever for the business man to disenfranchise him- 
self by turning his back on any kind of participation 
in political affairs just because he happens to be a 
businessman.” 
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. x ass-mbly” machine now operating at AI is part of AETR project tor Southwest Atomic Energy Associates 














The Peaceful Atom 


Needed in ten years: 
100% inerease in 


w orld power output 


In the dynamic decade ahead, the demand for electrical power will be 
expanding faster than ever before. To meet this vastly increased need, 
new and highly advanced concepts are needed. A promising nuclear 
concept is the Advanced Epithermal Thorium Reactor. The AETR is 
under active study today by Atomics International for the Southwest 
Atomic Energy Associates, fifteen investor-owned utility companies. 
Two other nuclear concepts pioneered by Atomics International are 
being applied in construction of power stations in Piqua, Ohio, and 
Hallam, Nebraska, as part of Atomic Energy Commission programs. 
These are some of the ways AI is helping the power-producing compan- 
ies of the world double the supply of electricity in the next ten years. 


ATOMICS INTERNATIONAL 


Division of North American Aviation 
Pioneers in the creative use of the atom 


World Headquarters: Canoga Park, California, U.S.A. Cable Address: atomics. Other Offices: Washington, D.C., U.S.A.; 


witzerland. Affiliated with: iInTERATOM, Bensberg/Cologne, Federal Republic of Germany and pYNaTom, Paris, France 





it’s your responsibility... 


Why Moloney? 


MOLONEY ELECTRIC COMPANY Manufacturers of Transformers and Switchgear for Utilities, |; dustry, 


and Electronic Applications 





dustry, 


oution transformer sup- 
pliers, then it’s important you consider 
Moloney! 


Because Moloney “Total Design” Transformers will 
give you efficient, customer satisfying performance. 


Moloney’s emphasis on “Total Design” transformer performance, so vital to your 
utility system, assures you that no one feature is stressed at the expense of another. 
Each new innovation must contribute to improvement in “Total Design”. 

For example, the thermal operating efficiency of Moloney Transformers has been 
substantiated by the AIEE-NEMA Life Tests, in which Moloney has participated since 
their inception. To further improve the “Total Design”, Moloney developed Dura- 
therm, one of three high temperature insulating papers presently available, which 
give still greater thermal capability. 


Investigate the “Total Design” transformers and see what they offer for your system. 

















Unusual 
opportunity 
for— 
Unusually Capable 
Middle Management Men 


We are looking for two younger, middle management men 
whose background and experience are such that they could, 
by performance, qualify for officership in our Company in 
not more than five years—and we would hope at a much 
earlier date. 


The men we are seeking are probably under 35. They 
combine operating and technical knowledge (including an 
engineering degree) with broad administrative experience 
at middle management levels. Successful candidates will 
likely have had background in a combination of two or 
more of the utility fields: electric, gas, telephone and water. 
They will have had experience in facilities planning and 
construction and property operation—but they also should 
have a broad view of the utility business, including regu- 
latory, customer and governmental experience, They must 
demonstrate a comprehension of the real economic—as dis- 
tinguished from facilities functioning—aspects of utility 


affairs. 


Above all, they will be men who comprehend why the 
keystone to personal progress is achievement for the owners 
of a utility enterprise. 


Starting compensation will be a significant increment over 
your present salary—but it will not be this immediate in- 
crease, nor our unusually fine program of “fringe” bene- 
fits, which attracts you. Rather, it will be the, we believe, 
extraordinary opportunities for rapid personal progress— 
financially and in status. Ours is a company whose adminis- 
tration is strongly committed to the principle of opportunity 
for ability and reward for productive endeavor, regardless 
of age or years of service. We evaluate not less often than 
annually the contribution each member of our administrative 
group makes toward the Company’s progress and _ estab- 
lish his compensation accordingly. A number of our staff 
have had their compensation doubled or tripled within 
periods of time unduplicated elsewhere in the industry. 

Working conditions are unusually pleasant. Access to top 
management is unusually free. The opportunity for person- 
al development and demonstration of worth is, we believe, 
exceptional. 

If you are such a man, write us the full details of your 
education, background and experience, including your pre- 
sent responsibilities and compensation. If you know of some- 
one you think can qualify, suggest that he write. All replies 
will be treated in complete confidence, Our organization 
knows of this advertisement. 


Box 283 
16th Floor 
360 Lexington Avenue 
New York 17, New York 
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ANSWER YOUR CHRISTMAS 
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CHECK THESE DATES: 


Dec. 7—American Waterway Operators, Inc., 
will hold annual meeting, Washington, 
Dic: 


Dec. 12—Public Information Program, Steer- 
ing Committee, will hold meeting, Chicago, 
Hl. 


Dec. 12-15—American Society of Agricultural 
Engineers will hold winter meeting, Chi- 
cago, Ill. 


Dec. 13-14—Ohio Valley Transportation Ad- 
visory Board will hold meeting, Cincinnati, 
Ohio. 


Dec. 14—Air Transport Association of Amer- 
ica will hold membership meeting, Wash- 
ington, D. C. 


Dec. 27-29—American Marketing Association 
will hold annual winter conference, New 
York, N. Y. 


1962 
Jan. 9-11—National Symposium on Reliability 
and Quality Control will be held, Wash- 
ington, D. C. 


Jan, 15-17—National Telephone Co-operative 
Association will hold annual meeting, New 
Orleans, La. 


Jan. 17—New England Gas Association, Op- 
erating Division, will hold meeting, Fram- 
ingham, Mass. 


Jan. 18-19—Public Utilities Advertising As- 
sociation, Region 9, will hold meeting, 
Palm Springs, Cal. 


Jan, 19-21—Advertising Association of the 
West will hold annual conference, Fresno, 
Cal. 


Jan. 21-24—National Association of Electric 
Distributors will hold southern regional 
meeting, Palm Beach, Fla. 


Jan, 22-25—Plant Engineering and Mainte- 
nance Show and Conference will be held, 
Philadelphia, Pa. 


Jan. 22-26—American Society of Mechanical 
Engineers will hold symposium on thermo- 
physical properties, Princeton, N. J. 


Jan. 22-26—National Fire Protection Associa- 
tion will hold technical committee meet- 
ings, New York, N. Y. 


Jan. 23—American Water Works Association, 
New York Section, will hold luncheon meet- 
ing, New York, N, Y. 


Jan. 24-25—Southeastern Electric Exchange, 
Legal and Claims Committee, will hold 
meeting, New Orleans, La. 


Jan. 28-31—American Society of Heating, 
Refrigerating, and Air-Conditioning Engi- 
neers, Inc., will hold semiannual meeting, 
St. Louis, Mo. 


Jan. 28-Feb. 2—American Institute of Elec- 
trical Engineers will hold winter general 
meeting, New York, N. Y. 


Jan. 29—First National Salesmen's Week will 
begin. 


Feb, 5-8—National Industrial Electric Heating 
Conference will be held, Cincinnati, Ohio. 


Feb. 5-9—American Society for Testing Mate- 
rials will hold committee week, Dallas, Tex. 


Feb. 7-9—National Winter Convention on 
Military Electronics will be held, Los An- 
geles, Cal. 


Feb. 8-9—Edison Electric Institute-American 
Gas Association will hold accounting con- 
ference final working meeting, Cleveland, 
Ohio. 


Feb. 9-11—Air-Conditioning and Refrigera- 
tion Wholesalers will hold annual conven- 
tion, Los Angeles, Cal. 











Philadelphia Electric’s New Power Plant 


On November 9th, this new 726,000-kilowatt electric generating plant 
on the Delaware river at Eddystone, Pennsylvania, was dedicated. 
For further notes on this newest plant of the Philadelphia 
Electric Company’s system, see page 930. 
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The Status of Power Supply in Maine 


This article traces the changes in Maine’s power situa- 
tion in the last ten years and ties in these changes with 
legislative and economic policies and developments. 


By LINCOLN SMITH* 


OME major economies in the produc- 
tion and distribution of electricity, 
significant paper developments in the 

contemplated tidal power project in Pas- 
samaquoddy Bay, and important additions 
to the generating capacities of power com- 
panies summarize the power scene in the 
state of Maine in recent years. But 
Maine’s power policy is not confined to a 
single state, because it affects a region, 
overflowing into New Hampshire and the 
Canadian Province of New Brunswick— 
with repercussions of even greater geo- 
graphical magnitude. 

Maine and New Hampshire power 
companies now are interconnected, which 


*Associate professor of political science, New 
York University, School of Commerce, Accounts, 
and Finance, New York, New York. For additional 
personal note, see “Pages with the Editors.” 


brings Maine into the New England 
power pool. And to the north, Maine 
power connects with that of New Bruns- 
wick, where additional interchanges are 
proving highly profitable. This brings 
Maine into the New Brunswick-Nova 
Scotia interprovincial grid. These inter- 
connections now tie together six states and 
two provinces. 


Sue article purports to survey changes 
in the power situation in the last ten 
years—since publication of the author’s 
monograph on “The Power Policy of 


Maine.”? That study centered on the 


Fernald Law passed in 1909 to prevent 
corporations from transmitting hydroelec- 
tricity beyond the confines of the state. 
The conclusion was that the power em- 
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bargo was economically unsound and that 
it constituted state interference with inter- 
state and foreign commerce. Likewise, a 
plea was made for a major scientific sur- 
vey of the Passamaquoddy tidal power 
project. Subsequently the embargo law 
was repealed, and the Quoddy survey 
made.* 

The Fernald Law was repealed by the 
Maine legislature in 1955. The Quoddy 
survey was completed in April, 1961. This 
article concentrates on these two points, 
with some attention to demand curves of 
Maine power companies. 


_ academic contention that the pow- 
er embargo was sound for 1909 when 
passed but obsolete in 1950 was proved to 
be based on pragmatism since repeal. 
President W. F. Wyman of the Central 
Maine Power Company anticipated bene- 
fits from power interchanges with New 
Hampshire, but noted that evaluation of 
tangible results would have to be held in 
abeyance: “While the ultimate extent of 
such interchange cannot be specifically 
evaluated . . . [at the outset], it should 
benefit company operations both in respect 
to the energy interchanged and the com- 
pany’s reserve generating capacity re- 
quirements.’ 

Central Maine Power Company and 
the Public Service Company of New 
Hampshire filed, effective January 20, 
1956, an interchange power agreement 
with the Federal Power Commission on an 
economy flow basis. Whenever one com- 
pany has available spare generating capac- 
ity which has a lower increment cost than 
the decrement cost of a block of capacity 
of the other company, the more efficient 
capacity is utilized and the savings are 
divided equally.* 
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1. before the Maine Public 
Utilities Commission in a rate case 
on July 18th of that year, President 
Wyman stated that Central Maine Power 
Company received benefits that totaled 
approximately $20,000 in the first four 
months since the interchange began to 
operate that March. He added: 


We have also. . . for the remaining 
seven months of 1956, measured these 
benefits in terms of sale and purchase 
and the other items that make for bene- 
fits, so that the total ten months runs 
to around $100,000 saving or benefits, 
that is before taxes. .. . There are fur- 
ther benefits which [repeal of] the 
Fernald Law has opened up, but which 
are way, way along in the future... .° 


More recent data from President Schil- 
ler of Public Service Company of New 
Hampshire show that over 300 million 
kilowatt-hours have been interchanged at 
a total savings of over $500,000.° 


1 Maine Public Service Company 

promptly obtained from the legisla- 
ture an amendment to its charter to ob- 
tain benefits from repeal of the Fernald 
Law.” In the words of its president, C. H. 
Stetson : 


We then entered into a contract with 
the New Brunswick Electric Power 
Commission whereby a 69-kilovolt in- 
terconnection was made between our 
system and the transmission system of 
the New Brunswick Electric Power 
Commission. This interconnection 
makes possible the interchange of 
economy energy between the two sys- 
tems as well as an exchange of capacity 
to either system in case of emergency. 
The New Brunswick Electric Power 
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Commission has since entered into a 
contract with the Nova Scotia Power 
Commission and the Nova Scotia Light 
& Power Company, Limited, whereby 
the three power producers have inter- 
connected their systems... . 

Our tie with the New Brunswick 
*Electric Power Commission has proven 
very beneficial to both parties. We re- 
ceive a considerable number of kilo- 
watt-hours from their system during 
periods when their steam plants are not 
efficiently loaded and occasionally sur- 
plus hydro energy from their hydro 
stations is available to us. On the other 
hand, our steam and diesel plants have 
delivered kilowatt-hours into their sys- 
tem when their hydro capacity has been 
Ma 


Mane Pusiic SERVICE CoMPANY also 


has entered into a surplus capacity 
agreement with New Brunswick for pur- 
chase of firm power.® This plan is subject 
to approval by the National Energy Board 
of Canada for an export license, hearings 
on which already have been held.’° 
Although the Bangor Hydro-Electric 
Company was not affected by the Fernald 
Law, it has connections with other Maine 
companies to link the international juris- 
dictions together." Likewise there have 
been no changes in the last quarter of a 
century affecting Maine companies and the 
Shawinigan Water & Power Company 
which is affiliated with the Quebec Power 
Company.” 


The Passamaquoddy Problem 


HE Quoddy tidal power project in the 
Bay of Fundy between eastern Maine 
and New Brunswick continues to rumble 
since the favorable report of the U. S. 


Army Engineers was released to the In- 
ternational Joint Commission in October, 
1959.% The report by Army and asso- 
ciated engineers, based on a $3 million 
three-year study, concluded that the proj- 
ect, with auxiliary hydro at Rankin 
Rapids in New Brunswick, “if built en- 
tirely by the United States at an interest 
rate of 24 per cent, is economically justi- 
fied.”"* The Engineers further concluded 
that if built entirely by the United States 
there would be a favorable benefit-cost 
ratio of 1.31. But the proposition to con- 
struct the project by the United States 
and Canada on a 50-50 basis of cost and 
allocation of power was rejected as eco- 
nomically unsound for Canada. Differ- 
ences in prevailing interest rates was a 
major factor in this finding. 


B" the report of the International 

Joint Commission between the United 
States and Canada to the respective gov- 
ernments in April, 1961, was unfavorable 
—that the project “will not permit power 
to be produced at a price which is com- 
petitive with the price of power from 
alternative sources.””® The commission 
declared that normally “a proposed power 
development is not considered to be eco- 
nomically feasible if the benefit-cost ratio 
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is less than 1.0.’""® On that basis the vari- 
ous alternative project combinations were 
categorized as marginal. The economic 
data for the entire project varied from 
.44 to .82. The Canadian half was con- 
sidered below that. Except for a combina- 
tion of the tidal project and all of Rankin 
Rapids (1.10) the benefit-cost ratio for 
the United States half of the project 
varied from .58 to .80. The 1.10 finding 
is of academic interest only, because the 
unfavorable ratio for the correlative 
Canadian half of the project would al- 
most automatically preclude Canadian 
participation in the construction. 


oe report, however, was replete with 
value judgments over which reason- 
able men disagree. IJC rejection of the 
engineering board’s decision to combine 
cost of tidal dams and the auxiliary proj- 
ect at Rankin Rapids is illustrative. Both 
agreed that hydro development at Rankin 
Rapids by the United States is econom- 
ically very feasible, and that Quoddy alone 
is marginal by orthodox standards for 
power dams. Army justification of the 
favorable 1.31 ratio tied together joint 
benefits from Quoddy and the auxiliary 
at Rankin Rapids. But the IJC insisted 
that “the tidal project is clearly uneco- 
nomic” and that it is fallacious to justify 
the composite plan when a desirable por- 
tion offsets the infeasible component.” 
It is difficult to appraise Quoddy im- 
partially, because like all public power 
schemes it is full of emotional connota- 
tions. Central Maine Power Company 
has been skeptical for many years.” 
Maine Public Service Company, whose 
territory would involve the proposed sup- 
plemental hydro development on the Saint 
John river, likewise is not enthusiastic: 
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It is our fundamental belief that 
each project in the direction of enlarg- 
ing the functions of the federal gov- 
ernment in paternalistic rdles is one 
more step towards Socialism. . . . We 
are opposed to any venture that in- 
creases the role of government in busi- 
ness." 


B": the Bangor Hydro-Electric Com- 

pany, whose territory is in the im- 
mediate Quoddy area, is somewhat more 
receptive : 

Presently effective state of Maine 
legislation related to the project is satis- 
factorily assuring that existing investor- 
owned utilities in Maine are protected. 
The company has no reason to fear tha: 
Quoddy will be competitive so far as 
local distribution of energy is con- 
cerned. It is being presented as a public 
power proposal. . . . Only in that re- 
spect can we be disturbed in viewing it 
as a venture that further spreads the 
government in business philosophy. 
However that may be, the expenditure 
of some six or seven hundred millions 
in eastern and northern Maine must 
reflect favorably on the economic 
climate of the entire area; and if... 
Quoddy is to be a public power project, 
with interest charges on the entire in- 
vestment at only 2$ per cent per vear, 
and if the operation is to be free of 
local, state, and federal taxes, the ven- 
ture might offer a new low-cost power 
source to the company.” 


What to Do about Quoddy 


M:**’ years ago it was suggested that 
Quoddy might be constructed and 


operated as a “mixed” enterprise similar 
to numerous utility undertakings in Eeng- 
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land and other European democracies." 
More recently this writer as a member of 
the Maine Governor’s Committee on Pas- 
samaquoddy Development has urged con- 
sideration of this plan as a compromise 
between exponents of public and private 
power. But several political leaders on 
each side seem adamant in yielding or 
meeting the other side halfway. 

The IJC survey revealed several un- 
controverted and highly significant prin- 
ciples. Quoddy would be more than a 
power dam. It would be a multiple-pur- 
pose project, favorably affecting naviga- 
tion, recreation, and tourist industries, 
conservation, and industrial development, 
and an international highway across the 
dams reducing travel distance 40 miles 
between two border communities. Fur- 
thermore, construction of the auxiliary 
hydro project on the Saint John river 
would affect navigation and flood control. 


A the request of President Kennedy 
the IJC conclusions are now under 
scrutiny by the executive branch. This 





survey is to be on a larger natural re- 
sources point of view—not on power 
alone.” Major responsibility is focused on 
the Department of the Interior, and 
Secretary Udall will tour the site this 
autumn. Furthermore, Secretary of State 
Rusk has asked the Army Engineers to 
comment on the adverse IJC report®*; and 
its deputy chief has inspected the site.** 
Although Interior seems friendly to pub- 
lic power, it also is concerned with parks 
and wild life. And construction of Rankin 
Rapids would overflow some fine hunting 
and fishing lairs in the Allagash national 
recreation area. Both the National Park 
Service (Interior) and the Fish and Wild- 
life Service (Interior), as well as the 
Maine Department of Inland Fisheries 
and Game, have issued propaganda 
against this phase of the power project. 
How this internal contradiction is re- 
solved will have some effect on the recom- 
mendations of this department. 


WwW a general consensus that today 
Quoddy is infeasible as a single-pur- 
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pose power plant, the case for tidal power 
rests on a broader perspective—as a mul- 
tiple-purpose project which combines 
dams in the Bay of Fundy with hydro at 
Rankin Rapids to firm up tidal power. In 
this more inclusive frame of reference, 
justification of the combination depends 
first upon repudiation of some of the value 
judgments of the International Joint 
Commission. Here follows a capsulization 
of the writer’s appraisal of that report. 


HE IJC report was based on “con- 

ventional methods of economic analy- 
sis of hydroelectric projects in the United 
States and Canada.’ It then calculates 
the benefit-cost ratio on a basis of 
“criteria different from the conventional 
concepts of economic analysis with respect 
to such factors as interest rates, amortiza- 
tion period, taxes foregone, and allow- 
ance of recreational benefits,” but still 
labeled the project marginal. This is an 
admission, however, that double standards 
of evaluation exist. And there may even 
be more. 

Multiple-purpose projects are much 
more complicated than power dams; their 
validity defies precise formula, because 
such intangibles as social benefits, long- 
range plans, and indirect accretion are 
highly relevant. In fact, much of the con- 
troversy over the TVA (and other public 
projects) involves scales of values— 
proper cost allocation for power, naviga- 
tion, defense, etc. On this basis the IJC 
report is defective. The microscopic view 
of condemnation of Quoddy as a power 
project eschews the macroscopic ap- 
proach. Single-purpose and multiple-pur- 
pose projects must be evaluated on differ- 
ent bases. In addition, the IJC decision to 
require economic justification of Quoddy 
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and Rankin Rapids hydro as separate en- 
tities is fallacious. They are bound by 
affinities of interest. They are complemen- 
tary to and coextensive with each other. 
Economic isolation of these two potential 
sources of power from each other is just 
as illogical as Maine’s long-time power 
embargo which isolated the state from 
some more efficient and less costly sources 
of secondary power in neighboring states 
and provinces. 


> oversight of the IJC report was 
failure to consider and give weight 
to the factor of national defense in this 
multiple-purpose scheme. The executive 
branch may be expected to correct this 
deficiency. The rationale starts as a con- 
servation measure, the term meaning wise 
use of resources. Coal and oil are being 
used up, but tidal power cannot be. More 
important, though, tidal power can be 
used for industrial and domestic purposes 
and thus save oil to be used for higher 
uses—more immediate military purposes. 
This point can be enlarged greatly. Its 
validity in a war economy cannot be 
measured in terms of dollars and cents 
today. As such, Quoddy should be con- 
sidered as an integral part of a greater 
St. Lawrence seaway. 

A few specific points conclude this 
critique. The IJC decree to allot fifty 
years for amortization of Quoddy (based 
on custom of the Federal Power Com- 
mission) is too short if not arbitrary. 
There are valid reasons for considering 
this unique project on a basis of seventy- 
five or even 100 years. Then again, more 
economic weight ought to be given to such 
factors as navigation and flood control on 
the Saint John river, recreation, conserva- 
tion, and industrial development. 
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Growing Market for Quoddy Power 


Se was no exaggeration in the 
Quoddy report that the economies of 
Maine and New Brunswick would absorb 
the entire output of the combined project 
in stride. New sources of power are es- 
sential on both sides of the border. In- 
asmuch as the consumption growth in 
Maine has been largely for firm power, 
the power companies have resorted to 
new and modern thermal installations for 
the most part. With a few exceptions, 
Maine’s worth-while hydro potential was 
developed long ago. This fact contributed 
to the ease with which the power embargo 
was terminated in 1955. A hasty survey 
of recent power developments shows that 
the companies have met accelerated de- 
mand for firm power mostly by orderly 
installation schedules. 

Even in the matter of secondary power 
affected by reciprocal exchanges with 
nearby states and provinces, Maine has 
imported more power than she has ex- 
ported. From 1956 to 1960 the amount 
of purchases on the interchange basis 
by the Central Maine Power Company 
from the Public Service Company of New 
Hampshire compared with the amount 
sold was on a ratio of nearly two to one. 
The interchange purchases by the Maine 
Public Service Company from New 
Brunswick, Canada, compared with the 
amount sold were on a ratio of nearly 
67.5 to 1.% The Bangor Hydro-Electric 
Company does not import or export power 
in interstate or foreign commerce. Its 
sporadic exchanges with adjacent Maine 
companies have been modest. 


. : ‘HE Bangor Company has increased 
fuel generation as a production 
source of power twenty times in the in- 


terval from 1951 to 1960." Its fuel gen- 
eration in relation to its total production 
sources likewise has increased in sharp 
proportions. In 1951 this hydro company 
obtained only about 3 per cent of its cur- 
rent from fuel generation. In 1960 the 
company depended on hydro for about 
two-thirds of its power and fuel fur- 
nished about one-third, or more than 30 
per cent. This comes from new plants and 
numerous additions to existing ones. New 
installations serve “end of the line” func- 
tions as well as peak load carrying abil- 
ity.2 Recent construction connects with 
substantial new defense loads for the Air 
Force and a new Navy facility. 


oo requirements for Maine Public 

Service Company have expanded in 
thousands of kilowatt-hours from 142,783 
in 1955 to 220,885 in 1960. This company 
has shown a fairly close ratio of steam 
and hydro generation. Steam, however, 
was its greater source of energy except 
for 1958. Water conditions then were 
very favorable for hydro.*® Some of this 
company’s problems are unique. It owns 
a subsidiary in Canada—Maine & New 
Brunswick Electrical Power Company, 
Ltd., which owns and operates the Tinker 
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hydro and diesel plant in New Brunswick, 
generating primarily hydroelectricity for 
sale to the company and for distribution 
in a relatively small provincial agricul- 
tural area. Since the storage reservoirs 
for the Tinker plant and the major por- 
tion of the transmission and distribution 
lines are located in Maine, the properties 
of the company and subsidiary are op- 
erated as a single interconnected system. 
Army installations in the territory, as well 
as new consumer demands for industrial 
development in the famous potato land— 
Aroostook county—account for much of 
the increase. 

Since July, 1961, Maine has been re- 
ceiving electric energy from the Yankee 
project at 
Maine 


Company 
Central 


Atomic Electric 
Rowe, Massachusetts. 
Power Company is one of the ten sharing 
participants this project which 
licensed by the Atomic Energy Commis- 


in is 
sion to operate at full thermal capacity 
which will enable it to generate approxi- 
mately 145,000 gross kilowatts. There 
were no illusions that this would be low- 
cost power at the outset, but experimenta- 
tion would provide firsthand experience 


; ; 30 
in an atomic power plant. 


Present Power Demands 

oo installed generating capacity 

for Central Maine Power Company, 
based on name-plate ratings, almost 
doubled between 1951 and 1960. Actual 
figures are 295,467 and 547,935 kilo- 
watts.** Subject to fluctuations, Central 
Maine often obtains about two-thirds of 
its electricity from hydro sources and 
roughly one-third from steam electric 
plants. The new William F. Wyman sta- 
tion (steam), the Harris station (hydro), 
and additions at Wiscassett account for 
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most of the new capacity. In the last ten 
years this company has spent more than 
$100 million in new and improved plant 
equipment.™ 

As predicted in the book a decade ago, 
some Maine power companies have come 
under the jurisdiction of the Federal 
Power Commission in the interval. Pre- 
viously the FPC did not assert license 
jurisdiction over rivers in Maine, and the 
Fernald Law precluded federal control of 
rates. At present, however, some Maine 
plants on navigable rivers operate under 
federal license, and others are in the 
process of being licensed. Other high 
spots of the decade include important al- 
teration of the basic regulatory statutes, 
numerous changes in the personnel of 
the Maine Public Utilities Commission 
(under both Republican and Democratic 
auspices), and an increasing role of the 
supreme judicial court of the state in 
of regulatory 


determining application 


policies. 


conclusion, what are the results of 


I 
Maine’s new power policy in the last 


ten vears? The evidence shows that re- 
peal of the power embargo, as prognosti- 
cated in 1951, has been profitable to 
power companies of Maine and_ their 
neighbors. Political leadership in Maine 
and Washington provided for a compre- 
hensive Quoddy survey—authentic and 
materialistic. This document, 
however, is subject to interpretation by 
political leaders and human equations. It 
brings Quoddy debates into a new focus 
—the facts are known and it is now a mat- 
ter for informed policy makers to make 
decisions on bases of scientific, economic, 
political, and welfare value judgments. 
Unfortunately both in Canada and the 
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United States to date, too much super- 
ficial propaganda emanates from both 
sides. But not many democracies yet have 
found the answer to the public versus 
private power controversy. Finally, en- 
lightened corporate management in Maine 
has anticipated and met increasing de- 
mands for power. But management and 
regulatory problems offer a new horizon 
of challenges, because power curves 
everywhere are dynamic. 

\What about future power prospects? 
A descriptive and analytical study re- 
quires documentation; but when one 
ventures to predict, the results usually 
tend to be subjective—often based merely 
on hunches or informed guesses. Here, 
however, extrapolation a decade or more 
in advance is not entirely in the realm of 
conjecture. Local trends are apparent; so 
are axiomatic precepts on conservation of 
national resources on the national scene. 
Quoddy appears to be the vacuum which 
bears watching. This belief is predicated 
on a chain of reasoning which seems to 
this writer logical. 


Maine Power Shortage Possible 
kon are no shortages of power in 

Maine, but the future is uncertain. 
Fifty years ago Maine’s vast resources of 
hydroelectric power were awaiting de- 
velopment. Today Maine is almost a “have 
not” state in the matter of valuable un- 
harnessed power sites; its energy demands 


are being met more and more by new: 
steam installations. Demands for power a 
decade or two hence already are matters 
of grave national concern. The United 
States Senate has just authorized a com- 
prehensive study of national fuel and 
energy demands and supply.* Its Interior 
Committee or subcommittee is making a 
continuing investigation as part of a 
planning program for national needs. 
Greater reliance on fuel generation 
of hydroelectricity hastens the day of 
reckoning when coal and oil supplies will 
be virtually extinct. Because of the cold 
climate, coal is rather difficult to handle 
during Maine winters in thermal plants, 
so a greater burden is placed on the use 
of oil. 

Simultaneously, on the other hand, 
energy from the huge Quoddy tides is 
wasted daily. These tides are, within 
known ranges, relatively constant and 
predictable—unaffected by drought. By 
means of interconnection with hydro sta- 
tions much firm power can be created. 
Development and utilization may well be- 
come part of a program for conservation 
of the nation’s energy resources. It is on 
this basis that the executive branch cur- 
rently is evaluating the Quoddy studies. 
It is on this basis that the case for Quoddy 


now rests. 


Fiend in the right direction is con- 
struction of the Rankin Rapids dam 
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and reservoir on the upper Saint John 
river in Maine. The International Joint 
Commission called this a “prerequisite to 
its use to supply incremental firming 
capacity for the tidal project.”™ Initially 
it would furnish 200,000 kilowatts. Later 
260,000 kilowatts of additional depend- 
able capacity could be produced as auxil- 
iary to Quoddy itself. The economic feasi- 
bility of Rankin Rapids now is based on 
concrete evidence. 

The current validity of Quoddy is de- 
batable, depending upon whether the IJC 


e 


formula or another based on social values 
is chosen. The IJC did recommend that 
Quoddy “be viewed as a long-range 
possibility having better prospects of 
realization when other less costly energy 
resources available to the area are ex- 
hausted.’”’** Changes in time, space, and 
distance relationships in the world today, 
however, sometimes make long-range 
plans much more opportune than even 
the planners comprehend. Many of the 
marginal power sites today are the prac- 
tical ones of tomorrow. 
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Coming from? 


By FERGUS J. McDIARMID* 
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Conclusions on how utility management must adjust 
its concepts of raising money to the rapidly changing 
American utility picture. 


HIS discussion is essentially about 

the future, the future sources of 
public utility financing. If the pro- 
jected trends in the electric utility indus- 
try mean anything at all, it is going to 
require a great deal of financing in the 
foreseeable future. The electric utilities, 
which seem able to project their growth 
with a good deal of assurance, estimate 
that their power output will double in the 
next ten years and that their capital struc- 
tures will also about double. Presumably 
when they talk this way they are thinking 
in terms of dollars of constant value. This 
means about a doubling in their bonds 
and preferred stock outstanding and also 
in their common stock equities. The other 
divisions of the utility industry seem to 
lack this precise gift of prophecy, but they 
also estimate that they are going to need 
a lot of new capital. Part of this will be 
raised out of depreciation and retained 
*Vice president, The Lincoln National Life In- 


surance Company, Fort Wayne, Indiana. For addi- 
tional personal note, see “Pages with the Editors.” 


earnings but most of it will, no doubt, 
have to be raised by the sale of new securi- 
ties to the public—bonds and preferred 
stock mainly, but some common stock 
also, 


= of the nature of the public util- 
ity industry, it must raise most of its 
new capital requirements to finance its 
growth from the sale of new securities. 
Industrial companies, on the other hand, 
can frequently raise most of their capital 
requirements, sometimes all of them, from 
depreciation cash and retained earnings. 
However, because these new capital re- 
quirements are so relatively large in the 
case of the utilities, at least in relation to 
their earnings, they have had to look to 
the public money markets for most of 
their new capital. They, therefore, have 
a vital interest in the future of the finan- 
cial markets and the influences which will 
affect them. 
The only halfway intelligent way I 
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‘know to attempt to project the future 
is by studying the trends of the past and 
this requires some knowledge of history. 
Very fortunately for this discussion, I 
became a keen student of history at an 
early age and have kept at it ever since. 

I even obtained a good working knowl- 
edge of the history of the United States 
—a rare thing in Canada. Up there they 
teach the history of the various countries 
in alphabetical order. This put the United 
States after Swaziland, but at least ahead 
of Zanzibar. 

History is an intriguing subject and 
from the study of it there are at least two 
points bearing upon the matter involved 
that I would like to make. The first of 
these is that there is a process of accelera- 
tion going on in history. This is at least 
true in the fields of politics and also in 
industrial and scientific progress. This 
process of acceleration makes projection 
of the future very difficult. For example, 
if 100 years ago in the year 1860 one had 
been asked to project the next fifty years 
of development, one could probably have 
attempted this assignment with much 
more assurance than one today could 
project the next ten years. When one 
thinks of what has taken place over the 
last twenty years, and you can enumerate 
these events in your own mind, what may 
take place over the next ten years is really 
rather frightening. 


Technological Change 

N°’ the reverse side of this coin of 

accelerating material progress is in- 
creased risk of loss through obsolescence. 
Hardly any industry is free from this 
risk and certainly not the various divi- 
sions of the public utility industry, unless 
it be the supplying of water. Anyone, 
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therefore, who claims the utility industry 
is a riskless industry which should, there- 
fore, be content with a very low rate of 
return, has just not read economic his- 
tory. He also seems unaware of the ac- 
celerating pace of that history which in- 
creases the obsolescence hazard. 


HE second historical lesson I would 

like to draw is the supreme impor- 
tance of the proper economic and political 
climate in bringing about rapid material 
progress. Why, for example, did the in- 
dustrial revolution begin in Great Britain? 
Why not in France, which at that time 
had three times the population of England 
and much greater national wealth? And 
the Frenchmen of that time were by no 
means stupid. It was the age of Voltaire, 
Rousseau, and a host of scientific and 
mathematical talent. 

I believe the answer can be found in a 
difference in political and economic 
climates. England, or rather Great Britain 
—we must not leave out Scotland—was 
ready for the industrial revolution while 
France was not. Britain had had her 
political revolution in the 1600’s and had 
settled down under a stable constitutional 
government. A stable currency had been 
established and a market for bonds and 
other securities was being created. In 
such a climate, men had some encourage- 
ment to save with a reasonable hope that 
the fruits of their savings would not be 
confiscated, excessively taxed, or other- 
wise swept away. 

It is interesting to note that at the very 
time James Watt, the inventor of the 
steam engine, was living high on the hog 
in England from his royalties and the 
profits of his firm, the great French 
scientist, Lavoisier, who first isolated the 
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element oxygen, was losing his head on 
the guillotine. This was a poor way to 
promote scientific progress. 


— we do not need to go back 
that far into history to prove this 
point. Why has the United States in the 
last 100 vears, and more particularly in 
the last fifty years, outpaced all other 
countries of the world in material 
progress? It is true that we have been 
blessed with great natural resources but 
so have some other countries which are 
still comparatively undeveloped. The 
native intelligence of our people probably 
does not differ materially from people 
elsewhere, or at least in some other areas 
which have lagged far behind us. Our 
great advantage has been that, combined 
with great natural resources and an ener- 
getic population, we have in the past at 
least enjoyed a political and economic 
climate which has encouraged savings and 
investment of capital. It is this latter 
above all which determines the rate of 
economic growth in any country at any 
time and in any type of society. 

History indicates that this matter of 
political and economic climate in a coun- 
try is extremely important in determining 
the rate of economic progress and growth, 
and I am going to refer to this later with 
particular reference to public utilities. 


Importance of Investment 


7 more than ever, it is the rate 

of savings and investment that de- 
termines the rate of economic growth and 
also the growth of job opportunities. The 
average amount of invested capital re- 
quired in this country to provide one job 
in commerce or industry has been esti- 


mated at about $17,000, and this figure 
has been growing rather rapidly. It is 
much greater in some industries than in 
others and in the public utility industry, 
it is away above average. 


la the decade from 1950-60 we added 

about 8 million people to our work 
force. However, the number of jobs avail- 
able, even in this period of great prosper- 
ity, did not quite keep pace. This simply 
means that the rate of savings and invest- 
ment was not high enough. In our present 
decade running to 1970, we are pretty 
sure that we are going to add not 8 mil- 
lion people, but over 13 million people to 
our work force. To provide them with 
jobs is going to require a huge amount of 
capital investment, much more than we 
have invested in the past. If we conserva- 
tively assume that it will require an aver- 
age of $20,000 of investment to provide 
a new job during this period, this will 
require new investment at the rate of $26 
billion a year to take care of the additional 
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work force alone. This $26 billion figure 
is considerably greater than the total earn- 
ings of our corporations in recent years. 
To provide reasonably full employment 
for a whole work force will, no doubt, 
require considerably more investment 
than this as the capital required to pro- 
vide a job is steadily going up. This is 
no new thing. It has been going on over 
the 200-year history of our industrial 
civilization. 


‘Yume our type of economy, if this 
amount of capital is going to be saved 
and invested, the political and economic 
climate is going to have to be favorable, 
probably more favorable than it has been 
lately. Under our system, saving and in- 
vesting is done out of what is left over 
after we have consumed what we want. 
You cannot force people to save and in- 
vest, even in public utilities. 

However, under Communism, with 
which we are in deadly competition, it is 
much different. There the government 
decides what is to be saved and invested 
and this saving is a first claim on the 
national income and the people live, or if 
necessary starve, on what is left over. The 
Communists are probably saving and 
investing a much larger proportion of 
their national income than we are, out of 
a vastly smaller per capita income, of 
course. This is probably the basis for 
Khrushchev’s boast that they will bury 
us, a boast which we should not take 
lightly. 

One of the appeals of Communism 
to underdeveloped areas is that it provides 
a framework for sweating investment 
capital out of a very low standard of 
living. That is what is happening in 
China. 
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- is no exaggeration to say that the 
economic race between Communism 
and free enterprise is largely a race as to 
which system will save and invest the 
most. It is this saving and investing proc- 
ess that determines the rate of growth 
in production in any economy and also 
the national strength. This is a race which 
we cannot afford to lose. 

It should be added that we are also in 
competition on a more friendly basis, but 
seriously none the less, with the free 
countries of Western Europe and Japan. 
In these countries industrial production, 
starting from a much lower base it is true, 
has been growing in recent years over 
twice as fast on average as in the United 
States, and these countries have little un- 
employment today. This can only indicate 
that the process of investment is more 
rapid there. 


Regulation and the Investor 


ust how favorable has the investment 

climate been in the United States in 
recent years? My answer, I am afraid, is 
not very good and not nearly good enough 
if we are going to have the amount of 
new investment required to prevent 
serious unemployment and keep our 
economy strong. Take a look at corpora- 
tion earnings, for example. Some readers 
may be surprised to learn that the total 
dollar earnings of all American corpora- 
tions were probably a little lower in 1960 
than in 1950. It was around $23 billion 
in both years. However, the invested 
capital of corporations was much higher 
in 1960 than in 1950, so the return there- 
on was lower, and in 1960 this capital 
enjoyed the leverage of a great deal more 
loan capital. The earnings of American 
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corporations were over 8 per cent of na- 
tional income in 1950 but less than 5 per 
cent thereof in 1960. 


ite of these trends, some Ameri- 
can investors have been looking 
abroad for places to invest. Ten years 
ago, if an American corporation did a 


substantial amount of its business abroad, 
this was considered to be an adverse 
factor in valuing its stock. Now such a 
situation is looked upon with favor by 
investors because foreign business, at 
least in Western Europe and certain other 
parts of the world, is likely to yield a 
higher profit margin and a higher re- 
turn on capital than domestic business. 
This preference for investing abroad is 
one of the reasons for the gold outflow. 
The largest reasons, of course, are our 
foreign aid and military expenditures 
abroad. 

Why, then, you may ask, is our stock 
market so high? In the first place, the 
earnings of some groups of American 
corporations have gone up while others 
have gone down and not all stocks are 
up. Then there is the fear of inflation. 
Many individuals and some institutions 


887 


have, to a considerable extent, lost faith 
in fixed dollar savings media such as 
bonds and mortgages and are inclined to 
buy stocks pretty much regardless of 
price, and this has created a large and 
insistent demand for stocks. As a result, 
the Dow-Jones industrial average, which 
sold below seven times annual earnings in 
1950, is now at over 22 times earnings. 
That is quite a swing. You see, it is not 
the increase in earnings that has driven 
up stocks, but their valuation at a vastly 
higher multiple of those earnings. 


HE rise in the stock market has 
nothing much to do with the rate of 
savings and investment. It is not so much 
a sign of economic health as fear of in- 
flation. To some extent at least, the 
present behavior of the stock market may 
be interpreted as a vote of lack of con- 
fidence in bonds and other fixed dollar 
media. This is a very serious thing for 
our economy and certainly for the public 
utilities, which are accustomed to financ- 
ing the greater part of their outside 
capital requirements from the sale of 
bonds. 
With respect to this matter, I would 


DECEMBER 7, 1961 





PUBLIC UTILITIES FORTNIGHTLY 


like to refer very briefly to the situation 
prevailing in Great Britain. The British 
experience in investing capital has been 
considerably longer than our own, and in 
the period prior to World War I London 
was the really important money market 
of the world. Today a number of British 
government bonds, some of them of quite 
short maturities, sell to vield over 63 per 
cent. 

The 2! per cent British Consols, which 
are perpetual bonds, have a history that 
goes back to the vear 1756, or over 
200 vears. Fifteen vears ago these bonds 
sold close to par. Now, thev sell well 
under 40 to vield 65 per cent. There were 
only two previous vears in which these 
bonds sold to vield over 6 per cent, and 
these were 1797 and 1798. The monev 
markets of the world are again becoming 
increasingly interrelated and the situation 
which I have just described may have 
greater importance to us than we care to 


admit. 


The Status of the Bond Market 


ip the United States today bonds, other 
than tax-exempt municipal bonds or 


bonds which are convertible into common 
stock, are bought almost entirely by 
financial institutions. The most important 
of these are life insurance companies and 
pension funds, and even with these buyers 
the market is changing. Life insurance 
companies, which were the principal 
buyers of public utility bonds ten years 
ago, have turned away from these to a 
large extent. They can get higher yields 
and better amortization elsewhere. Also 
the growth in assets of the life insurance 
companies has leveled off in the last six 
or seven years, indicating again that fixed 
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dollar media have been losing favor as a 
means of savings. 

Private pension funds have been 
turning more and more to common 
stocks. Today probably the largest single 
market for bonds, such as the public 
utilities sell, is the public emplovees’ 
pension funds, and even some of these 
are turning into other fields. At the end 
of 1960, 44 per cent of the assets of 
private pension funds, valuing these assets 
at market prices, consisted of common 
stocks. 

I am, therefore, inclined to feel 
that the market for fully taxable, non- 
convertible bonds in this country is not 
an expanding one and it may even be 
contracting. The only thing likely to im- 
prove this situation is restored faith in 
the future value of our dollar and this 
will take some doing. Based on its cur- 
rent attitude towards spending, our goy- 
ernment has not yet put the maintenance 
of stable money value and the halting of 


inflation at the top of its list of priorities. 


Investment Climate 

W' have noted at some length the 

vital importance of the right kind 
of economic climate to encourage invest- 
ment. Here are some further thoughts 
on this. We cannot differentiate between 
the types of investment which one might 
wish to treat well for some reason or 
other. For example, we cannot treat in- 
vestment in public utilities poorly and 
expect to encourage other types of invest- 
ment. 

It has been my experience that where 
the public utilities are allowed to do 
rather well, other types of businesses, 
such as industrial companies, also do well, 
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and are encouraged to come into an area. 
In fact, the treatment of public utilities 
in any area serves as a pretty good bell- 


wether as to what other types of busi- 
nesses may expect there. 


H'™ are some examples: About three 
vears ago I was asked to testify ina 
rate case on behalf of a large utility in a 
certain Midwestern state before its public 
service commission. From that experience 
I barely escaped with my life, and when 
| crossed the border into Indiana I first 
kissed the soil of that state and then 
stopped at the first tavern and had a 
couple of good stiff drinks to soothe mv 
jangled nerves. I certainly came away 
with the impression that the public 
utilities in that state were up against a 
pretty tough form of regulation. I also 
had a strong feeling that if that com 
mission represented the official attitude 
there toward investment capital, then this 
is a pretty good state for capital to avoid. 
\pparently others feel the same way. It 
is well known that industry has left the 
state to which I refer to a considerable 
extent, and precious little new industry 
is coming in. Large pockets of unemplov- 
ment there promise to be rather perma- 
nent. 

Now contrast this situation with Texas. 
Texas has today little unemployment and 
her industry is building up at a rapid 
rate. It is also a well-known fact that the 
public utilities in Texas are permitted to 
do pretty well. To me, it is perfectly 
silly for a state to spend a lot of effort 
and money trying to attract new industry 
unless it is prepared to give existing in- 
dustry, including its public utilities, a 
reasonable break. 


Reasonable Utility Regulation 
_ importance of public utility reg- 
ulation, therefore, is not only great 
from the point of view of the utilities 
themselves and their customers and in- 
vestors, but also from the point of view 
of the general economic well-being of the 
area, 
What, then, 
public utility regulation? Bearing on this 


constitutes reasonable 
subject, there are five points that I would 
like to cover briefly. 


l Ir they are going to render the serv- 
e ice that is expected of them, the 
public utilities are going to have to raise 
a very large amount of capital in the 
public markets in the years that are ahead. 
Most of this capital will be in the form 
of bonds and, in all probability, in the 
present decade such bond capital is going 
to cost a great deal more than it did in 
the last decade for the reasons which I 
have already enumerated. This is going 
to have to be reflected in the rate of 
return allowed. The utilities now enjoy 
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the benefit of a very large amount of 
senior capital raised in the past at quite 
low interest rates, much lower than pre- 
vail at present and very much lower than 
are likely to prevail in the future. If 6 
per cent was a fair rate of return when 
bond money cost 2} per cent to 3} per 
cent, then the proper rate of return in 
the future should be very much higher. 


It should also be borne in mind that 
* investment in the public utility in- 
dustry involves risk. We cannot weigh 
the extent of this risk because we lack 
the gift of prophecy, but we know that 
such risk is there. The whole history of 
capital investment tells us this and the 
accelerating pace of economic change to 
which I have earlier referred increases 
this risk. I have sometimes heard it 
claimed that the utilities 2ie a regulated 
industry and are, therefore, guaranteed 
a rate of return so that they are practically 
riskless. I wish that this were so. How- 
ever, where is the public service com- 
mission which can make _ guaranties 
against economic obsolescence? The rail- 
roads are a regulated industry, too, and 
look at the shape some of them are in. 


3 INTELLIGENT regulation of public 
* utilities cannot ignore the fact that 
inflation has been a very powerful in- 
fluence over the last twenty years, and, in 
the opinion of many thinking people, 
threatens to remain so. We see the cost 
of living index reaching new highs nearly 
every month. It is this inflationary trend 
which makes original cost as a basis of 
utility rate making obsolete and con- 
fiscatory. A dollar invested in utility 
property or any other kind of property 
in 1940 was not the same thing at all as 
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a dollar put in in 1961. The former dollar 
was over twice as large. Even a dollar 
put in in 1950 was much larger than a 
dollar put in today. 

Original cost was conceived as a basis 
for rate making in a former period when 
deflation and not inflation was the central 
economic problem. As long as the dollar 
tended to maintain its value over a long 
period of time, it made a good deal of 
sense. 

However, in view of what has hap- 
pened to the dollar over the last twenty 
years, it makes no sense today. It con- 
fiscates over half of the investment in 
utility property which was put in prior 
to 1941 and a substantial fraction of the 
investment contributed since that time. 
Basically, original cost treats equity in- 
vestments in utilities as though it were 
fixed dollar investment, which they are 
not. It treats common stock investment 
like a very junior preferred stock—a 
fixed dollar claim that is at the bottom 
of the heap. Those jurisdictions which 
cling to original cost in spite of all the 
evidence against it are poor areas for 
investment in utilities. We seek to avoid 
such areas in the purchase of public utility 
stocks. 


peews also has a direct bearing on 

the adequacy of depreciation. Utilities 
are allowed to charge depreciation suff- 
cient only to amortize the dollar invest- 
ment in property on their books. Utility 
property is, in general, very long life 
property and is so depreciated over a long 
period of time. 

In an inflationary period such as we 
have been in, the depreciation allowed 
is not sufficient to reproduce that property 
at the end of its useful life. This simply 
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means that some part of earnings in addi- 
tion to depreciation must be used to 
maintain the property in being. This is 
just another way of stating that earnings 
under such conditions are overstated and 
that real earnings, after allowing for 
enough depreciation to reproduce proper- 
ty at the end of its life, are considerably 
less than stated earnings. Reasonable 
regulation should also take this into 
account. 


I woutp like to say a word about 

* the cost-of-money approach to rate 
of return. As a mathematician, I find this 
theory abhorrent for this reason. You 
can figure the annual cost of bond and 
preferred stock capital because this is a 
fixed dollar cost. However, there is no 
such thing as cost of equity capital, 
although sometimes an attempt is made 
to pretend that there is. People simply 
do not buy common stocks to earn a fixed 
rate of return. This is clearly proved by 
the fact that in today’s market you can 
get a much higher rate of return from 














bonds, which are also a senior claim on 
earnings. 

For example, on the new invest- 
ments made by our company last year, 
we obtained an average return of 6} per 
cent on fully taxable bonds, 4.6 per cent 
on tax-exempt bonds, and only 3.6 per 
cent on common stocks. Quite obviously, 
we did not buy these stocks because of the 
immediate fixed return offered. 

Back in 1949 you could buy a cross 
section of good utility stocks at eight or 
nine times current earnings per share. 
Today these same stocks sell at 22 times 
earnings. Now if there is such a thing as 
a cost of common stock capital, which 
is the right multiple to use? Eight times 
or 22 times or something in between? 
Obviously it boils down to a wild guessing 
game. At best the cost-of-money approach 
means regulation by the stock market, 
which is far too erratic a medium for this 
purpose. 

Followed to its logical conclusion, 
it means that the more popular a stock 


becomes, the lower the rate of return 
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which would be allowed on the equity 
capital, which is surely a self-defeating 
business. 


What about the Consumer? 


5 FINALLY, let us consider especially 
¢ the consumer. Consumers are very 
fine people and deserve every considera- 
tion. All utility people will agree with this 
because they are consumers just as I am 
a consumer and obviously we are all very 
fine people. Therefore, we are all con- 
sumer-minded, just as I am sure practi- 
cally all public service commissions are 
consumer-minded. However, I believe 
there is a real danger that we can become 
too consumer-minded to the exclusion of 
other important and vital considerations. 
You have all read the story about the 
ant and the cricket. The cricket was very 
consumer-minded, all through the summer 
at least, and look what happened to him 
when the going got rough. 

In a more serious vein, we are in deadly 
competition with a type of economic sys- 
tem that is not consumer-minded at all. 
This system is ready to have its people 
subsist on bare minimums and starve, if 
necessarv, in order that the required 
capital for rapid industrialization be 
sweated out of its meager standard of 
living. China recently has exported food 
to pay for capital imports while there 
was famine in the land. That is the nature 
of our competition, a system bent on 
achieving great strength through the sub- 
mergence of the consumer, at least until 
that strength is achieved. And this sys- 
tem, whose consumers have a pretty thin 


time of it, has been pushing us around a 


bit lately. 


Hee is strewn with the bones of 

societies which have become very 
consumer-minded to the exclusion of 
other more important things. The Romans 
became very consumer-minded during the 
period of their decline and fall. By all 
means, let us treat the consumer well but 
let us also remember that the fundamental 
strength of our society is not based on 
consumption, but on our ability to en- 
courage the accumulation and investment 
of capital. 

Under our system the consumer has 
done very well indeed, far better than 
anywhere else. However, if we have 
reached a stage in our social thinking 
where profits, which is another term for 
return on capital, has become a dirty 
word, then our particular type of eco- 
nomic system is probably on the point of 
being washed up, and the consumer with 
it. Our Communist competition, which, in 
spite of the labels, is really very capital- 
and profit-minded, and obviously not con- 
sumer-minded, will likely prove too much 
for us in the race to build economic and 
industrial strength which results from the 
process of saving and investment. There- 
fore, let us by all means give the con- 
sumer fair treatment, but not at the ex- 
pense of consuming the seed corn repre- 
sented by reasonable profits. Any of you 
who have ridden on the New Haven 
Railroad recently will know what happens 
to the consumer when the earning power 
of a public service enterprise fades away. 
He gets a very rough ride indeed. 
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Is Regulation Keeping Up with 
The Times? 


A look at the regulation of investor-owned 

utilities, from the viewpoint of a state offi- 

cial intimately associated with state regula- 
tory policies and decisions. 


By LLOYD G. HAMMEL* 


HE subject, “Is Regulation Keeping 

Up with the Times?” is always of 

current interest. However, to evalu- 
ate regulation we must first have an ap- 
preciation of what is properly expected 
of it. It is only then that present-day 
problems can be assessed and decisions 
made as to what regulation needs to do 
to fulfill the statutory and public expecta- 
tions.” 

In a country so militantly defensive of 
liberty, of the freedom of contract, and 
the control of one’s individual property, 
so strongly devoted to the free play of a 
competitive market, and acceptance of the 
survival of the fittest without significant 
recriminations, the rationalizing of the 
justification for the extreme restrictions 
upon the conduct of certain selected 
businesses has been an agonizing one 
covering our history from shortly after 
the Civil War until the beginning of 
World War II. It has seen our United 
States Supreme Court periodically split 


*Assistant attorney general, state of Oregon, and 
chief counsel for the state public utility commis- 
sioner. For additional personal note, see “Pages 
with the Editors.” 


right down the middle by the rise and fall 
and reascendancy of these competing 
philosophies of governmental regulation. 


A* are familiar with the early common- 

law theory that businesses which 
held themselves out to serve the public 
were subject to the public control. A later 
basis for regulation was urged by Mr. 
Justice Field in his dissent in the early 
warehouseman case of Munn zv Illinois? 
when he stated that where some right or 
privilege to engage in a particular busi- 
ness is conferred by the government there 
is an implied contract that the business 
does so subject to regulation. A modifica- 
tion of this concept is in the constructive- 
grant theory. Mr. Chief Justice Taft 
argued in 1923* that when one devotes 
his property to a use in which the public 
has an interest he in effect grants the 
public an interest in that use and must 
submit to being controlled by the public 
for the common good. In the historic 
case of Smyth v Ames,* Mr. Justice 
Harlan contended that a railroad was a 
public highway and none the less so be- 
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cause it was constructed, owned, and 
operated by a corporation deriving its 
powers from the state but that it “per- 
forms a function of the state.” 

Mr. Justice Brandeis applied this con- 
cept to telephone companies in his South- 
western Bell Telephone opinion’ when 
he stated that the company was the “sub- 
stitute” for the state in the performance 
of the public service. This latter concept 
is particularly unsatisfactory to those of 
us who refuse to accept the premise that 
the ownership or operation of railroads 
or telephone company services is in any 
sense a proper governmental function. 
However, it nevertheless cannot be 
ignored at least as long as it has such 
eloquent advocates as Commissioners Mc- 
Keage and Mitchell of California.® 


Regulation and the Police Power 
ee the more recent, and most 


reasonable, defensible and justifiable 
basis for governmental regulation of 
utilities is founded in the broad, general 
scope of the police power of the state.” 
Just as the freedom of speech is not 
absolute but rather is exercised subject to 
being held responsible for its abuse—so 
the freedom of contract and the use of 
one’s property is subject to regulation to 
prevent abuse and the measure of the 
scope of this regulation is limited only 
by the relevancy and reasonableness of 
the means invoked to insure the public 
and those dependent upon the service 
from the abuses that historically have 
stemmed from the absence of such con- 
trols or which some contend might other- 
wise be obtained were a truly competi- 
tive service available. 

It is perhaps upon this rationale that 
some have said that regulation is a sub- 
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stitute for competition. However, while 
this is a nice sounding rule of thumb it 
tends to misstate and oversimplify the 
public benefits of competition. Competi- 
tion in private businesses has never 
guaranteed uniform nondiscriminatory 
prices or quality of product nor a high 
level of service. 


OMPETITION has never guaranteed 
stability of enterprise or efficiency of 
operation. Just check the increasing 
number of bankruptcy filings in recent 
years if you have any doubt about this. 
Nor has competition necessarily acted to 
promote the development of those in- 
dustries and services which are considered 
essential to an expanding economy, or 
to the national defense and security. All 
of these things must be considered today 
as proper and necessary purposes of 
utility and transportation regulation. 

In short, the purposes of regulation 
are to preserve and promote those serv- 
ices which are indispensable to large 
segments of our population, to prevent 
excessive and discriminatory rates and 
inferior service where the nature of the 
facilities used in providing the service 
and the disparity in the relative bargain- 
ing power of a properly monopolistic 
utility and the ratepayer are such as to 
prevent the ratepayer from demanding 
a high level of service at a fair price 
without the assistance of governmental 
intervention on his behalf. 


The Expanding Scope of Regulation 
Lip accomplish these objectives the 
scope of regulation, both with respect 
to the industries controlled and _ the 
activities subject to regulation, has ex- 
perienced a continuing growth. Nearly 








ile 








all the activities of utility corporations 
are now under the supervision of regula- 
tory commissions. While regulation be- 
gan historically with the control of rates, 
with the goal of preventing discriminatory 
and exorbitant charges, it soon became 
apparent that control of rates was of 
little importance without the power to 
establish service standards. It was then 
found that the main objectives of regula- 
tion were jeopardized by activities which 
were beyond the reach of the regulatory 
authority. 

Hence, regulation has been extended to 
accounting practices, operating budgets, 
the character and conditions of security 
issues, the propriety of affiliated interest 
relationships, the conditions of entry into 
the business and the necessity of capital 
extensions and improvements, and the 
circumstances under which mergers and 
acquisitions of securities or assets will 
be permitted. Only the more progressive 
commissions have been delegated author- 
ity over all of the activities enumerated, 
but all of these activities are common 
objects of regulation in a substantial 
number of states. 


_ paternalistic rdéle of regulation 
must not be abused in such a manner 
as to deprive the utilities of that measure 
of profit which is needed to encourage 
investment, research, and continual de- 
velopment and improvement of services 
that is demanded for a growing popula- 
tion and an expanding economy. In short, 
I believe that we should approach our 
responsibilities with more emphasis upon 
that language in the Oregon statute® as 
well as many others that charges us with 
the duty to protect the ratepayer from 
“unjust and unreasonable exactions and 
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practices” rather than to attempt to 
equate fair and reasonable rates with 
what the Supreme Court considered in 
the Hope Natural Gas Company case as 
the lowest constitutional level of rates 
beyond which is confiscation. 

This brings me to a brief discussion 
of only three of the multitudinous prob- 
lems that face those of us in the regula- 
tory business. 


Stock Options for Officers 

Rest is the matter of stock options 

as a form of compensation for utility 
officers. This gimmick in the Internal 
Revenue laws has been promoted as a 
proper means of providing additional 
compensation, as a fringe benefit for ex- 
ecutives that promotes greater effort 
toward improving efficiency and opera- 
tions, and as a necessary device to enable 
utilities to compete with unregulated 
industries for topflight management and 
technical personnel. It has never been 
satisfactorily explained to me why the 
straightforward approach of a stock pur- 
chase plan would not accomplish the 
purpose equally well. 

Only in New York® and Oregon’ has 
the stock option been declared illegal and 
there on the grounds that the issuance of 
securities can only be permitted for 
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capital purposes and not for operating 
expenses. The last legislative session in 
Oregon expressly authorized the com- 
missioner to approve stock options upon 
reasonable terms and when in the public 
interest. 


een facet of this problem that should 
concern us is the fact that the com- 
missions, which have budgetary control 
over utilities and which must approve 
salaries for utility officials, effectively 
abdicate control over such compensation 
by approving stock options and encourage 
official speculation in company stocks. | 
do net wish my remarks to be misunder- 
stood as being based upon any belief that 
utility salaries are too high. The fact is 
I do not know of an individual who is 
overpaid. I am objecting to the stock op- 
tion as a device and on public interest 
grounds. 

J. A. Livingston, in an article in the 
April 4, 1958, IVashington Post, com- 
mented upon the maneuvers of the 
officials of Aluminum Company of Amer- 
ica and the reissuance of stock options 
at a lower price in an effort to take 
advantage of the drop in Alcoa stock from 
$120 to $70. In November of 1959 this 
stock was back up to $99. This same 


reporter very properly asked the question, 
“Did this profit come about because of 
any extra exertion on their part? Or is 
it derived from the turnabout in a stock 
market, of which they are the fortuitous 


beneficiaries ?” 

I have been told of an incident where 
a certain commission in the Northwest 
approved a stock option for an aging 
gas utility official, An increase in market 
price occurred as a result of the coming 
of natural gas, a profit was realized, and 
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then the official retired. This stock option 
certainly did not retain an experienced 
official for the utility. 

The regulated industries should realize 
that the public does not forget and will 
long remember the machinations of the 
utility holding companies of a few decades 
ago when fortunes were made at public 
expense. I cannot help but believe that 
the stock option has in it the seeds of 
future public scandal. The public may 
only lift its evebrows, and some Horatio 
Alger enthusiasts may actually cheer, 
when Mr. Romney pulls American 
Motors up by its bootstraps and makes a 
small fortune in the process, but let me 
assure vou that there are those who would 
lift their voices mighty high were a 
public utility official to do the same. 

This insistence of utility officials that 
they should be free to do what unregulated 
industries do has, for the reasons I have 
previously commented upon, absolutely 
no basis in the economic, political, or 
legal history of this country, and we who 
are charged with regulation have a re- 
sponsibility to promote the stability of 
these industries and not to stand idly by 
while typical human motives of selfish- 
ness and greed expose them to potential 
ridicule and abuse. If stock options are 
to be permitted to exist, it should only 
be upon the severest type of conditions 
and restrictions. 


Intrastate Telephone Separation 
enw second point to which I would 

direct attention is that of separations 
between interstate and intrastate proper- 
ties involving principally the Bell tele- 
phone system. A lot of time need not be 
devoted to this since it has probably en- 
joved more attention within the National 
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Railroad and _ Utilities 
the last 


other 


Association of 
Commissioners twenty 
vears than most subject. 
Whether one uses the Charleston plan 
or the modified Phoenix plan, or attempts 
to weight the value of the use of inter- 
state toll properties by some new method, 
the fact remains that there are pending 
technological improvements which will 


within 
any 


render the prevailing plans impossible of 
application if not obsolete in critical parts. 


O about 


where we now have central office equip- 


NE of the elements which will bring 
an illusive situation is that 
ment which can be observed during its 
performance throughout the time when a 
call is being placed, in the future this will 
be transformed in an arrangement where- 
by through the development of full elec- 
tronic switching such observation of op- 
erating components and the use made of 
such components will be impossible. The 
reason for this is that with greater com- 
pactness and the use of gaseous tubes 
which operate silently, no human being 
will be able to say at a given instant or hour 
what portion of the equipment is being 
used for an exchange call, an interstate 
toll call, or an intrastate toil call. 


897 


Shan, it is anticipated that registers 

will be used showing the busy hours 
of the day or the number of calls which 
are placed, particularly with respect to 
direct distance dialing. However the 
composite cost of the equipment will 
represent a unit price, and when you have 
a number different of calls 
placed over such equipment, w/o will be 
able to say what portion could be broken 
out and be adaptable in allocation to 
different categories between interstate and 
intrastate use? This would be accentuated 


of types 


in the case where wide area telephone 
service is used both intrastate and inter- 
state. 

Finding a Dependable Method 
‘ | ‘HE Separations Manual prescribes a 


formula which is general. This re- 


quires companies and regulatory agencies 
to ascertain the basic data to which the 
formula will be applied. I am not here 
particularly concerned about what the 


Separations Manual prescribes. At best 
it attempts to furnish only a method. 
What we 
determining how the basic figures and 


will be concerned about is 
data, representing use and investment, 
can be developed to which the formula 
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may be applied and the result therefrom 
can be made dependable. 

Electronic switching will lend itself to 
greater flexibility in development of new 
types of service heretofore not even 
dreamed of by the public. We are living 
today in what some have called an Era 
of Speed. It particularly applied to the 
communication industry. Many of us have 
recently experienced the excitement of 
the test during operation Echo I. How 
are we going to apply existing separations 
procedures to plant, at a time when ap- 
proximately twenty-five spheres are orbit- 
ing the earth and many of our com- 
munication channels will be reflected from 
such spheres? Who is going to assume the 
responsibility of allocating the cost of 
providing such service to any one state 
or interstate plant? 


4 } “qe Federal Communications Com- 


mission has an express responsibility 
in this area which state commissions 
have been forced to assume. Perhaps with 
all its problems this has been our greatest 
area of interstate co-operation, but if we 
are to continue to keep up with the times 
we must renew our efforts to reach a 
solution in anticipation of these problems. 

The third point to which I would urge 
that we give our immediate attention and 
best efforts is the growing demand for 
consumer counsel to represent the public 
before regulatory bodies. 

A public defender to represent accused 
persons in criminal proceedings is quite 
widespread and they have existed in some 
communities for a number of years. Their 
justification is based upon the fact that 
court appointment of inexperienced coun- 
sel for indigent persons is unsatisfactory 
and that while the prosecuting officer has 
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a duty to see that justice is done, he is 
nevertheless the prosecutor. 

However, I notice in recent days that 
some have found it popular to advo- 
cate a consumers’ counsel to represent the 
buying public before regulatory bodies. 
A bill” has actually been introduced to 
create a consumers’ department with a 
Cabinet-level secretary. President Ken- 
nedy has reportedly announced that he 
intends to appoint a consumer counsel 
right in the White House with authority 
to represent the interests of consumers in 
all activities of government. 

This would be proliferation of bureauc- 
racy at its worst. I know of no regula- 
tory agency, whether it be the Federal 
Trade Commission, the ICC, the De- 
partment of Agriculture or Health, Edu- 
cation, and Welfare, the FCC, the Federal 
Power Commission or state regulatory 
bodies, that does not have a primary duty 
to protect the public. If we regulatory 
officials are not doing our job then we 
should be removed and replaced by per- 
sons who will. 


Regulators Will Do Their Duty 


” regulatory people have become so in- 

dependent of the appointing officials or 
sO unresponsive to the voters as to need 
a Gestapo in the White House or any 
place else to remind them of their respon- 
sibilities, then regulation by commission 
is doomed. Then criticism which Dean 
Landis has described in terms of regula- 
tion that is controlled by the regulated is 
actually true and cannot be dismissed as 
political hot air.” 

I do not know how others respond to 
this, but for myself I see no virtue in 
standing mute while others attempt to 
make a whipping boy out of commission 
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regulation for the purposes of capitaliz- 
ing upon politically attractive slogans. 

The effect of this proposal, for ex- 
ample, would be to put the Federal Power 
Commission, which is responsible to the 
President, in the position of entertaining 
a protagonist on behalf of the ratepayer, 
also appointed by the President, at the 
same time that commission staff and 
counsel are offering evidence on the same 
subject. Are the sponsors of this proposal 
suggesting that rates are to be set to bene- 
fit the ratepayer regardless of utility 
costs? The natural development of such 
a situation would be to remove from the 
commission any responsibility to the rate- 
paying public and to convert the proceed- 
ings into a purely adversary or judicial 
rather than administrative hearing. If 
this is what is desired then it should be 
presented on its own merits and not as an 
implied insult or slander upon present 
regulatory officials. 


connection with this proposal I am 
reminded of an address by then Com- 
missioner Alan Boyd, now chairman of 
the Civil Aeronautics Board, before the 
Public Utility Law Section of the Ameri- 
can Bar Association in August of 1959 
when he spoke upon the subject of “In- 


flation and Public Utility Regulation.”™ 


He stated at one point: “It is not the 
function of regulation to educate the pub- 
lic.” Many years ago when I first joined 
the staff of the attorney general I shared 
this view. Public information officers, to 
me, existed only as publicity agents for 
elected officials who were interested in re- 
maining in office. 

However, I have since changed my 
mind. While this may be their use in 
some instances they may also be used as 


a proper means of informing the public 
about what is going on in government. I 
believe that regulators have a responsi- 
bility to keep the public informed as to 
not only the scope and extent of their 
authority but how it is being exercised. 


Pressure on the Regulators 

I WOULD propose that commissioners 

and staff members make themselves 
available to those groups which influence 
the formation of community opinion, 
such as the League of Women Voters, 
PTA’s, chambers of commerce, includ- 
ing the Jaycees and others, not as Tro- 
jan horses for the regulated industries, 
but for the purpose of explaining the rate- 
setting and regulatory processes. I know 
it is popular to look upon rate fixing as 
a complicated business which only “we 
experts” can understand. However, I be- 
lieve it is capable of being reduced to 
terms which these groups at least can un- 
derstand. They should be reminded that 
regulatory commissions derive their pow- 
ers from the legislature, which body also 
controls our budgets. When the public 
learns what the purposes of regulation 
are and what its limitations are, they will 
agree that more good can be efficiently 











DECEMBER 7, 1961 





PUBLIC UTILITIES FORTNIGHTLY 


obtained from improving existing regu- 
latory agencies than from duplicating 
their efforts by equally underpaid engi- 
neers, accountants, analysts, and com- 
missioners. 


: od last point upon which I would 
like to comment is what I call an 
internal commission problem. This is the 
need for greater interstate co-operation. 

Rate proceedings are pending before 
the Federal Power Commission which in- 
volve the price which our natural gas dis- 
tribution companies will have to pay the 
pipeline companies for gas. While our dis- 
tribution companies may be expected to be 
represented most vigorously in these pro- 
ceedings, state commissions also have a 
very direct interest in them since any in- 
crease in pipeline prices must either be 
absorbed by distribution companies or 
passed on in an increase to the local rate- 
payers. 

It is natural that the interests of the 
middle mountain states may be different 
from those of California and the south- 
western states and also different from 
the Pacific Northwest. However, within 
these areas the states should get together, 
pool their personnel resources, and pre- 


sent the best prepared position possible. 
Similarly in ICC proceedings, where 


we have a common or related interest, 
the public interest demands that we co- 
operate to the fullest. For example, there 
is presently pending the proposed merger 
of the Burlington, Northern Pacific and 
Great Northern railroads and the com- 
peting applications of Southern Pacific 
and the Santa Fe for control of the West- 
ern Pacific Railroad. 

In each of these cases hearings will be 
conducted over long periods of time in 
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several states involving thousands of 
miles of trackage and millions of dollars 
of traffic. Very few if any of the state 
commissions or shipper associations have 
the money or staff to assign a team of 
qualified rate specialists, traffic men, and 
attorneys to spend almost their full time 
going from state to state to follow these 
proceedings through from beginning to 
end. Yet, if the individual effects on the 
separate communities, states, and the en- 
tire territory are to be presented, briefed, 
and argued as a coherent, persuasive, and 
unified position on the subject of public 
interest, it is up to the state commissions 
to do it. 


The Era of Rail Mergers 
ip reading the decisions of the ICC in 

this field one cannot help but be im- 
pressed by the atmosphere that seems to 
exist in favor of railroad consolida- 
tions."* The direction and extent of de- 
velopment of railroads have long been 
recognized as the controlling factors in 
the economic development of any area. 
If the potentially detrimental effects on 
shippers that exist in these applications 
are not obviated by adequate, enforce- 
able, and policed conditions, then regula- 
tion will have failed in its mission. I wish 
to emphasize that the conditions must be 
supervised, periodically checked, and 
policed and the ICC and state commis- 
sions should not wait for shipper com- 
plaint to prod them into action. 

Some initial steps in the direction of 
this kind of interstate co-operation were 
taken recently at meetings of several state 
commissioners in San Francisco and 
Helena, Montana. I believe that we have 
a long way to go before realizing the full 
benefits of this kind of interstate co- 
operation before federal bodies, but it 





IS REGULATION KEEPING UP WITH THE TIMES? 


can come and I believe that the public in- 
terest demands that we exert our full 
efforts toward this goal. It is not a “New 
Frontier” but it is one of the Last Fron- 
tiers which we must explore if we are 
not to surrender unchallenged control 
over the destiny of the West to federal 
agencies. 

Whether we can reach it under the 
existing statutes that govern our agen- 
cies or whether some kind of interstate 
compact is needed which would enable us 
to put our money in a pool for supporting 
various technicians, specialists, and at- 
torneys on leave of absence from state 
commissions or hiring outside experts is 
a matter which only time and mutual con- 
fidence and co-operation will answer. 


& 


I* conclusion, if I may be permitted a 
personal reference, I would say that 
from my experience of approximately 
twelve years in a wide and fascinating 
variety of state and local government 
activities that no field of public service 
requires a higher degree of technical ex- 
pertise, no more mature balancing of eco- 
nomic, financial, business, and_ political 
judgments than utility and transportation 
regulation. No other segment of govern- 
ment is so intimately involved with deter- 
mining the future course of the Jet Age, 
the Atomic Energy Age, or the Satellite 
Age. The task of not only keeping 
abreast of the times but anticipating 
problems should be for all of us an excit- 
ing challenge. 
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we is our duty to take the discoveries in science from all over the 
world and translate them into new inventions, new processes, 
and new facilities which will keep the American standard of living 


ahead of all the world.” 


—HERBERT HOOVER, 
Former President of the 
United States. 
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Public, Private Power 
“Partnership” Buried 


ioe Eisenhower administration’s pol- 
icy of “partnership” between the 
federal government and investor-owned 
electric utilities has been officially dis- 
carded. The last spadeful was thrown on 
the grave this month by Interior Depart- 
ment Assistant Secretary Kenneth Holum. 

Holum made the announcement in a 
talk before a western regional meeting 
of the National Rural Electric Co-opera- 
tive Association at Sacramento, Cal- 
ifornia. 

The statement came as no surprise to 
Washington observers. Early in the Eisen- 
hower administration, the President, and 
his first Interior Secretary, Douglas Mc- 
Kay of Oregon, initiated the partnership 
program. It was immediately attacked by 
Democrats and proponents of government 
power, 

Under its provisions, electric utilities 
already operating in specific areas were 
to be responsible for the development of 
their own power needs, except where 
huge projects were considered too costly 
to be undertaken by investor-owned util- 
ities, municipalities, or other organiza- 
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Washington and 


the Utilities 


tions. In the latter event, the federal gov- 
ernment might step in as a_ partner, 
paying the costs of such things as navi- 
gation, flood control, and_ recreation 
benefits. 

Due to government ownership politics, 
the policy had been effectively stymied 
during all of the Eisenhower admin- 
istration and practical application of the 
system never did get a test. ‘“Partner- 
ship,” said Holum, “which proposes to 
sell falling water to profit utilities at fed- 
eral projects, ceased to exist as national 
policy on January 20th of this year.” That 
was the day of President Kennedy’s in- 
auguration. 


fon Assistant Secretary also said the 
present administration’s aim was a 
sound multipurpose development and man- 
agement of resources. “We believe the 
nation’s resources should be managed in 
the broad public interest, not for selfish, 
narrow advancement at the public’s ex- 
pense,” he added. 

Holum asserted that the federal govern- 
ment would lead a “sound and progres- 
sive” program of resource development 
and work hard for its adoption. 
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In the same vein, Interior Secretary 
Udall spoke on specific legislation the gov- 
ernment is going to submit to the next 
session of Congress concerning resources 
development. Speaking at one of the 
several regional meetings designed to 
drum up support for the President’s leg- 
islative program, Udall outlined a proj- 
ect to create planning commissions for 
major river basins under the supervision 
of a Cabinet-level water resources council. 
He envisioned, in this respect, possible co- 
operation between the federal govern- 
ment’s public power interests and investor- 
owned utilities. Udall held out some 
promise of further consideration of nego- 
tiation for co-operative transmission of 
power supply. Commenting on reclama- 
tion and power development, the Secre- 
tary said the government is intent on 
using the energy from federally con- 
structed hydroelectric plants “‘to the high- 
est possible degree.” Besides the inter- 
connection of existing and authorized 


federal systems, he said, this left open . 


the possibility of interties and co-ordi- 
nated operations with existing public and 
investor-owned utility systems. 


. | at the Denver regional meet- 
ing, Udall said that water and other 
resource development “should not be a 
stop-and-go proposition.”” By the turn of 
the century, he pointed out, the United 
States will have a population of 300 mil- 
lion—nearly doubled in forty years. 
Without conservation, reclamation, and 
resources development, the population 
would strain the nation. For example, he 
stated, the country will have to double its 
water supply in the next twenty years. 
The establishment of a Cabinet-level 
water resources planning council, as pro- 
posed by President Kennedy, would mark 
the first time the U. S. would have a 
vehicle for a nation-wide master plan for 


the use, development, and conservation 
of water and other natural resources. 


e 


Problems for Air and 
Rail Carriers 


= country’s transportation problems 
continued to interest Washington 
and the nation. Railroads and airlines 
continued to make news with further 
stories of impending financial disaster in 
the near future, and of attempts, mostly 
through mergers, of forestalling or pre- 
venting this. 

Toward the end of November, North- 
east Airlines told the Civil Aeronautics 
Board that it may have to file for bank- 
ruptcy and even suspend service. The 
airline said that Hughes Tool Company, 
which holds a good part of Northeast 
stock, had withdrawn financial support 
and the line’s credit for fuel and oil would 
be cut off November 24th. Northeast 
said that unless the CAB immediately 
modified an earlier order questioning the 
legality of emergency aid from Hughes, 
its only alternatives to suspension of oper- 
ation would be bankruptcy action or gov- 
ernment subsidies. 

Northeast admitted its operation was 
on a day-to-day basis. The CAB set No- 
vember 29th as the date for a hearing 
on whether to grant “interim approval” 
to make emergency financial aid available. 
An air-line spokesman said the line may 
be able to muster enough funds to hold 
out until the hearing. 

Last October 19th Hughes guaranteed 
Northeast payments to Shell Oil Com- 
pany for fuel and oil, starting October 
20th. On November 10th Hughes notified 
Northeast of the end of its guaranty and 
said further financial help could be pro- 
vided only if the CAB should assure 
Hughes that it would not be penalized or 
that its interest would not be prejudiced. 
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(In 1958 the CAB ordered Howard R. 
Hughes, controlling stockholder of the 
tool firm, to divest himself of control of 
Trans World Airlines and to refrain from 
acquiring control of any other airline 
without CAB approval.) 


. news of Northeast’s plight came 
against a backdrop of further losses 
for the industry as a whole. The Air 
Transport Association announced a net 
loss of $3.7 million for the nation’s trunk 
airlines in September, compared with a 
profit of $3.3 million in the same month 
last year. The airlines’ deficit for the year 
to date reached $17 million against a $5.2 
million profit for the first nine months 
of 1960. 

In November the New York Central 
and Pennsylvania railroads announced 
they would resume merger talks broken 
off in January, 1959, by Central. If the 
two join hands it would result in a 21,700- 
mile rail system, the largest in the country, 
stretching from Philadelphia and New 
York city in the East to St. Louis and 
Chicago in the West. 

Other major eastern railroads are not 
expected to oppose the consolidation since 
it will probably speed action on the two 


other large proposed rail mergers pending. 


in the East. The big question mark is the 
attitude of the Justice Department which, 
as vet, has not decided on whether to in- 
tervene, but it has in other big merger 
cases before the Interstate Commerce 
Commission. 

The ICC, which will probably receive 
the formal application for the Pennsy- 
Central merger before the end of the year, 
is expected to be sympathetic to the pro- 
posal. But whatever evolves it could be 
well into 1963 before final action by the 
ICC because of the agency’s heavy back- 
log of merger pleas. More rail merger 
applications are pending at the ICC than 
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at any other time in its 75-year history. 


i. carrier expects sufficient 
fourth-quarter earnings to result 
in net profit for all 1961. Although both 
registered net income in September, the 
first nine months showed a net loss of 
$12.7 million for the Pennsy and a record 
net loss of $24.7 million for the Central. 
The willingness of the two roads to re- 
sume merger talks and the favorable 
regulatory attitude of the ICC lead many 
railroaders to envision larger merger ap- 
plications, especially in the East. For ex- 
ample, they see the Chesapeake & Ohio 
(which already has plans to incorporate 
the Baltimore & Ohio) some day also in- 
cluding the Western Maryland Railway, 
the Reading Railroad, and the Central 
Railroad Company of New Jersey. And 
the Norfolk & Western has already indi- 
cated it will hold merger talks later with 
the Erie-Lackawanna Railroad and the 
Pittsburgh & West Virginia Railroad. 


° 


Claim Interior Department 
Power Rates Too Low 
= Interior Department was accused 

in November by congressional audi- 
tors of selling electric power from three 
federal projects too cheaply. The General 
Accounting Office report to Congress said 
President Kennedy should direct Interior 
Secretary Udall to submit revised power 
rates for approval to the Federal Power 
Commission. 

The FPC had rejected rates charged 
for power from three federal power proj- 
ects in Kentucky and Tennessee in 1958. 
However, says GAO, Interior continued 
to sell power to the Tennessee Valley 
Authority at the disapproved rates. TVA 
buys power for an average of $3.9 mil- 
lion annually. This figure is based on 
estimates by Interior that federal invest- 





WASHINGTON AND THE UTILITIES 


ment in the projects totaled $102 million. 
In a 1958 report the FPC said the rates 
should be higher. Estimates by the Army 
Corps of Engineers show the federal in- 
vestment to be $114 million—$11.3 mil- 
lion more than the Interior Department 
had estimated. 

The GAO said the Flood Control Act 
of 1944 provides that power rates should 
be sufficient to return the cost of the 
projects and must be approved by the 
FPC. 

Moreover, GAO added, TVA should 
pay interest at the rate of 2.5 per cent, 
the rate used since 1945 on all other fed- 
eral projects under Interior’s jurisdiction. 
It said TVA buys the power under a 1948 
agreement using a 2 per cent interest rate. 

The Interior Department last June de- 
fended the rate schedules, pointing out 
that there were no objections from Con- 
gress. 


> 


Two Rulings of Utility Interest 


wo decisions handed down in Wash- 

ington last month, one by the Fed- 
eral Trade Commission and another on a 
tax case, are of interest to the utility in- 
dustry. 

A Kentucky credit corporation, Con- 
sumers Credit Rural Electric Co-operative 
Corporation, set up by a group of rural 
electric co-ops to promote the wider use of 
electricity, lost its fight to be exempted 
from federal income taxes as a nonprofit 
organization. 

The U. S. tax court ruled that the con- 
cern did, in fact, make profits and was 
subject to taxation despite the tax-exempt 
status of the co-ops that created it. It re- 
jected the corporation’s claim as a tax- 
exempt organization under state and fed- 
eral laws to encourage rural electrification. 

The court said the corporation had 


handled more than $2 million in loans 
to customers of the rural co-ops and that 
its income came from these customers, 
not from the tax-exempt member co-op- 
eratives which served as nothing more 
than “conduits” for the transactions. The 
court also ruled the corporation cannot 
deduct as interest the amounts paid to 
holders of its so-called debentures. The 
debentures were purchased by the member 
co-ops to finance loans. 

The other decision saw the FTC throw 
out, for failure of proof, charges of its 
own staff that Rural Gas Service, Inc., of 
Westfield, Massachusetts, had entered 
into unlawful exclusive dealing contracts 
with the distributors of its liquefied petro- 
leum gas, and enforced these contracts by 
unfair methods and discriminatory prices. 
The company, according to the FTC 
opinion by Commissioner Elman, has 
agreements with all distributors requiring 
them to buy all of their requirements of 
LP-gas from Rural Gas and prohibiting 
them from buying, selling, or using com- 
petitive LP-gas or service equipment. 


Hes to the initial decision of its 
hearing examiner, the FTC said 
that “since respondent’s total sales ac- 
counted for only 3 per cent of total in- 
dustry sales in its market area, and since 
three-fifths of these sales were made 
directly to consumers and not through 
its distributors, the requisite effect on 
competition had not been shown.” The 
examiner further held that the post-ter- 
mination restrictions upon respondent’s 
distributors were a reasonable protection 
of its investment in equipment loaned to 
consumers and of its relationship with 
these consumers and that these restric- 
tions were lacking in substantial public 
interest and constituted “essentially a 
private controversy.” 
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Nine Nations Enter 
Communications Satellite Race 


pened BRITAIN, France, Australia, Bel- 
gium, Denmark, Holland, Italy, 
Spain, and West Germany have formed a 
group to launch satellites into space for 
communications and scientific purposes. 
The total cost of the project is estimated 
to be $200 million, with Great Britain 
contributing about one-third of the total. 
The satellite launch vehicle will be a 
three-stage rocket, the basic unit being 
a British “Blue Streak” which recently 
was abandoned as a military project. The 
second stage will be developed by France, 
and West Germany will produce the third 
stage. The nine-nation group expects to 
enter into a two-year period of research 
before test firing the rocket from the 
Woomera Range in Australia. 

At the moment the Iron Curtain coun- 
tries have not announced any plans to 
establish such a system. Should they do 
so a race in space could develop. It seems 
certain that the entry of the nine-nation 
group into the field of satellite communi- 
cations is directed at preventing the 
United States from dominating the field. 
British Minister of Aviation, Peter 
Thorneycroft, has stated that the purpose 
of the organization is “to avoid a sit- 
uation in which Europe is right out of 
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Telephone and 


Telegraph 


the launching of any satellites in the 
future.” He further observed that the 
group “gives us the opportunity, which 
otherwise would be denied us, of taking 
some part in the commercial exploration 
of space... . if we waited ten years we 
would not be in this field.” 


HE emergence of the international 

group could influence present admin- 
istration policy toward the development 
of the American satellite program. At 
the present time U. S. efforts have be- 
come tangled due to fears that one of the 
ten United States international carriers 
may dominate the space communications 
field. Hearings were recently held before 
the Senate Small Business Subcommittee 
with Senator Long (Democrat, Louisi- 
ana) acting as chairman. Senator Long 
has been critical of the proposed joint 
private ownership setup which has been 
suggested and he stated that such a 
scheme would present serious “monopoly 
problems.” Long declared that the indus- 
try proposal fails to “meet, or even at- 
tempt to meet, competition” and that the 
communications carriers which have ad- 
vanced the proposal are not taking any 
risks if they put the cost of the project 
in their rate base and thereby write off 
the costs to their regular customers. 
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Chairman Minow of the Federal Com- 
munications Commission told the com- 
mittee that a proposed commercial satel- 
lite network would serve as a vitally 
important alternative to ground commu- 
nications, but that the commission was 
not yet ready to make a decision on an 
industry plan to launch such a privately 
owned system. The proposal, he noted, 
would have to be thoroughly examined 
to make sure “that the public interest 
will be fully served.” 


genet Long questioned whether the 
American Telephone and Telegraph 
Company would dominate the proposed 
system and if the public interest would 
benefit through lower rates for telephone 
and other communication services. Chair- 
man Minow agreed with Senator Long 
that complex questions of national policy 
and even national defense considerations 
would be involved in licensing any 
satellite system. 

It was suggested by Senator Long that 
pressure might have been applied to keep 
some companies out of the field. How- 
ever, Chairman Minow stated that the 
commission had “no evidence of or com- 
plaints about” such a situation. ‘“We’re 
still in the middle of the ball game,” 
Minow stated, and he then went on to 
assure the committee that the FCC had 
not adopted or rejected the pending plan 
offered by AT&T and other international 
carriers. 

The critical attitude of the subcommit- 
tee chairman was well known in advance 
and generally discounted. It remains to 
be seen if the new foreign group will 
prod the administration into changing its 
thinking on U. S. development of a space 
communications network. Should such 
a change take place it probably would 
evidence itself in some action by the 
Federal Communications Commission, 


perhaps at the prompting of the White 
House. 


HERE is growing concern that the 

tangle over ownership of the system 
could delay the actual launching. Re- 
cently the Los Angeles Times, in an edi- 
torial statement, summed up the present 
state of affairs, and the possible dangers 
of delay. In part the editorial stated: 


Last July Mr. Kennedy announced 
that the administration favored private 
rather than government ownership and 
operation of U. S. participation in 
space communication. The President 
said the system should ultimately sup- 
ply world-wide service, even where 
unprofitable, and include provision for 
foreign participation. He insisted 
upon “maximum possible competition” 
among U. S. participants. 

The new space frontier had seldom 
looked brighter. 

The government, said Mr. Kennedy, 
would co-operate by promoting re- 
search and development, arranging for 
satellite launching by U. S. rockets, 
conducting negotiations with other na- 
tions, and all other necessary official 
activities. 

A committee composed of repre- 
sentatives of international communi- 
cations carriers was immediately 
formed by the Federal Communica- 
tions Commission to recommend plans 
for industry participation. The mem- 
bers proposed creation of a nonprofit 
corporation to develop, construct, op- 
erate, manage, and promote the use 
of communication satellites. Directors 
would represent the federal govern- 
ment and each participating company. 
Ground stations in the system would 
be owned by the companies, but regu- 
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latory and rate-making powers would 
remain with the FCC. 

The proposal, however, has already 
come under attack from some mem- 
bers of the administration and Con- 
gress—and from members of the 
communication industry. 


ESTIFYING before the Senate sub- 

committee, Lee Loevinger, Assistant 
Attorney General, stated that the indus- 
try committee’s proposal for a space com- 
munications combine “is not adequate to 
meet standards.” He did indicate, how- 
ever, that the defects in the plan are 
“in the field of generalities and omis- 
sions.” E. C. Welsh, executive secretary 
of the President’s space council, stated 
that “no definitive administration posi- 
tion” could be taken until the space 
council finishes its study of the proposal. 
When this is completed he indicated that 
the council’s evaluation would probably 
take the form of a recommendation to the 
President. Mr. Loevinger also indicated 
that final decisions on space communica- 
tions will have to be made “at a Cabinet 
level.” 

Western Union Telegraph Company 
told the subcommittee that it would favor 
a commercial satellite system that would 
be owned by an independent corporation, 
shares of which would be sold to commu- 
nications concerns, space equipment man- 
ufacturers, and the general public. S. M. 
Barr, testifying on behalf of Western 
Union, stated that his company believed 
that the industry proposal will fail to 
meet standards set by the President and 
the Justice Department. 

The ownership question remains un- 
solved at this writing. Perhaps it will 
only be through a White House directive 
that the varying points of view can be 
resolved. Once this is done the actual 


business of getting the satellites into 
orbit remains, and there still are num- 
bers of technical problems to be resolved 
before a commercial system is put into 
operation. 


- 


Bell-General Dispute Indiana 
Tolls 


HE Indiana commission is consider- 

ing a dispute over the sharing of 
toll compensation between the Indiana 
Bell Telephone Company and General 
Telephone Company. Lawyers for Bell 
and General have presented their cases 
to the commission in an argument involv- 
ing the division of long-distance toll 
profits between the two companies. The 
outcome of the proceeding will affect 
some 125 other telephone companies op- 
erating in the state. Smaller independent 
companies may automatically receive a 
larger share of their exchange long-dis- 
tance business if the commission rules 
in favor of General. This might also 
force the smaller companies to remove 
some of their long-distance equipment 
from their rate base, thereby reducing 
profits. 

It is General’s contention that Indiana 
Bell has been receiving too large a share 
of earnings from long-distance calls orig- 
inating in the territory of one company 
and completed in that of another. Indi- 
ana Bell is seeking an interim ruling of 
the commission to force General to pay it 
whatever amount the commission deter- 
mines to be fair. General Telephone’s 
representative contends that the commis- 
sion had no power to “take arbitrarily 
from either utility.” Indiana Bell’s at- 
torney maintains, however, that “since 
the Normans came to England, Anglo 
Saxon law has held that there is no 
wrong without a remedy.” 
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Financial News 


and Comment 


By OWEN ELY 


Technological Utility 
Developments Promise Future 
Gains 


ys there has been no big “break- 
through” in technology for the elec- 
tric and gas utilities, there are a number 
of engineering developments which seem 
promising in the continued struggle to 
offset inflation with new efficiencies. They 
also help to explain why many utility 
stocks are so popular marketwise in spite 
of the drab regulatory outlook for gas 
pipelines and producers, and the threat 
of public power which overhangs some of 
the electric utilities. 


Weyer BY PIPELINE. An _interest- 

ing new development is the pro- 
posed building of pipelines to carry a 
slurry of coal and water (about 60 per 
cent coal and 40 per cent water) from 
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mines to utility generating plants. This is 
considered much cheaper than shipping 
coal by rail. When the slurry is placed 
in regular storage tanks some of the wa- 
ter drains off leaving a 70-30 mixture. 
This cannot easily be burned in most 
types of furnace, hence expensive dewa- 
tering and drying equipment have been 
required to get rid of most of the water. 
Cleveland Electric Illuminating has used 
about 5 million tons of coal in this man- 
ner for over four years, transported as 
slurry in a 108-mile pipeline from Cadiz 
to Cleveland. 


Nr Babcock & Wilcox have demon- 
strated at South Amboy, New Jer- 
sey, that their “Cyclone” furnace used at 
the plant of Jersey Central Power & 
Light (General Public Utilities subsidi- 
arv) can burn this slurry efficiently. 
After being forced into the furnace at 
low pressure, the slurry encounters cir- 
culating hot air at a temperature of 700 
degrees Fahrenheit which vaporizes the 
water and causes ignition of the finer coal 
particles, with the residue passing off in 
slag. It is estimated that use of this meth- 
od will eliminate about 5 to 7 per cent of 
the capital investment in a power plant, 
heretofore needed for installation of coal 
grinding and crushing equipment, storage 
facilities, etc. Texas Eastern Transmis- 
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sion and Consolidation Coal Company 
have worked with Babcock & Wilcox on 
this project, and over two years ago pro- 
posed construction of a 24-inch pipeline 
to serve eastern utilities. The new dem- 
onstration may be expected to stimulate 
fresh interest in this proposal. 


hae esader seam Hypro Power is 
gaining increased attention as a prac- 
tical means of using big, new steam-gen- 
erating units on a 24-hour basis. During 
late night hours when the need for elec- 
tricity is at low ebb, the generator is 
used to pump water uphill into a reser- 
voir; during the day this water runs back 
downhill to generate new power. The 
electric utilities can thus accomplish much 
the same result as the gas utilities do with 
gas storage. 

A principal reason for the sudden pop- 
ularity of pumped storage, according to 
The New York Times, is the evolution of 
reversible turbines—in the past separate 
machinery had to be provided for pump- 
ing water uphill and also for generating 
power on the down cycle. Pumped stor- 
age is said to be only about two-thirds 
efficient—there is a loss of about one- 
third of the original power—but never- 
theless, with the increasing trend toward 
huge base-load generating units, the new 
method is considered economically worth 
while. 

Europe already has pumped-storage 
plants with a capacity of about 3 mil- 
lion horsepower. Projects in this coun- 
try total only 144,000 horsepower thus 
far, but an additional 2,230,000 horse- 
power is said to be under consideration 
or planned. Union Electric’s Taum Sauk 
project was described in this depart- 
ment some time ago. Consumers Pow- 
er now plans a 150,000-kilowatt project, 
using Lake Michigan for its lower reser- 
voir, with an upper reservoir to be con- 
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structed in sand-dune bluffs about 300 
feet above the lake level. 

The federal government is also re- 
ported interested in reservoir projects in 
connection with public power and irriga- 
tion, and the U. S. Corps of Engineers 
is evaluating pumped-storage possibilities 
in electrical projects under their juris- 
diction; it has already been used at the 
Flatiron unit of the Colorado-Big 
Thompson project. 

Appalachian Power (American Elec- 
tric Power System) has a 400,000-kilo- 
watt pumped-storage project at Smith 
Mountain on the Roanoke river in Vir- 
ginia scheduled for operation in 1962. 
Total cost of the project in 1958 was 
estimated at $45 million. 

In England the English Electric Com- 
pany has developed new pumps which 
will push water up 1,200 feet; they will 
be used to pump water from Loch Awe 
to an upper reservoir, with 400,000- 
kilowatt generation. 


singers AS Loap DISPATCHERS. 
The electric utilities are probably 
benefiting as much as any industry from 
the use of computers. Middle South 
Utilities’ “Little Gypsy” generating sta- 
tion was the first to go almost completely 
automatic through use of a computer. 
Now Philadelphia Electric has intro- 
duced another innovation—a digital com- 
puter with a wonderful memory which 
decides what generating units in the 
system can supply power most econom- 
ically at any given time and then tells 
them what share of the company’s total 
power requirements to supply. It can 
solve intricate mathematical equations in 
the wink of an eye, according to the 
company’s recent interim report to stock- 
holders, determining the relative efficiency 
of each unit and automatically adjusting 
the output of each. 
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Ww Macnet May Arp Fusion. In 
the research efforts to develop pro- 
duction of electricity by fusion, where 
magnetic fields are of vital importance 
to control the writhing plasma at a tem- 
perature of several million degrees, a 
big new step forward is reported. A tiny 
electromagnet has been developed by a 
Westinghouse team which uses almost 
no electricity itself, but is powerful 
enough to push the turbines of a hydro- 
electric plant. It is only a thin wire coiled 
like a doughnut and weighing one pound, 
and can run on an ordinary auto battery, 
but it creates a magnetic field twice as 
strong as conventional electromagnets 
weighing 20 tons and using 100 kilo- 
watts. However, it is necessary to keep 
the wire intensely cold by placing it in 
liquid helium. Progress is also reported 
in other phases of the fusion problem, 
but no real breakthrough as yet. 


H™° POWER FROM GLACIERS? The 
electric power industry is experi- 
menting with many unusual methods of 
generating power—atomic fission and 
fusion, harnessing the tides, solar en- 
ergy, wind power, escaping steam from 
the earth’s interior, etc. Now a novel 
idea is sponsored by Thomas Price, su- 
pervisor of power resources in the state 
of Washington, to harness glaciers to 
produce hydro power in drought years. 
That state has 90 per cent of all our 
glaciers, excluding Alaska. Coal dust or 
other dark powderlike substances will 
be spread over part of the glacier to 
encourage melting, and other ideas will 
be tested, according to Business Week. 


HERMOELECTRIC Devices. While the 
development of a successful thermo- 
electric device would seem to concern 
primarily the electric utilities, it is the 
natural gas industry which seems more 
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interested in it. The obvious purpose is 
to produce a small amount of electricity 
locally by burning gas, thus eliminating 
the need for regular electric service to 
operate certain appliances, such as the 
fans in a gas-heating furnace, etc. 

General Instrument Corporation re- - 
cently announced the development of a 
metal called Generalock which it claims 
will “take thermoelectric power plants 
out of their present ‘hand-built-labora- 
tory-conditions’ stage and into a new era 
of low-cost assembly-line production.” 
The company is hopeful of developing 
mass-produced small thermoelectric pow- 
er generators for use in space satellites, 
pleasure boats, etc. However, even 
though the cost of the device has been 
reduced from $50 to $1,000 per watt to 
a projected $10, it would still be a very 
expensive source of electricity as com- 
pared with conventional steam-generating 
plants. The projected future cost of 
$10,000 per kilowatt would still compare 
with $150 or less for a steam power 
plant, though of course the cost of trans- 
mission and distribution would be saved. 

Generalock is said to bond metals in 
so tight an “atomic lock” that this elim- 
inates the loss of power at the junction, 
formerly a major handicap. The new 
device is said to be light, compact, noise- 
less, with no moving parts, and running 
on varied fuels ranging from propane 
gas to radioactive isotopes. 


Pel after the announcement by Gen- 
eral Instrument, Radio Corporation 
made a similar news release. Dr. James 
Hillier of the company’s Princeton Lab- 
oratory reported that a new alloy of 
germanium and silicone (used in sand- 
wich form with other materials) was a 
“major discovery that broadens the pat- 
tern of efficient thermoelectric power for 
general application.” The new alloy 
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sandwich (a foot-square plate arrange- 
ment) will convert heat over a range 
from room temperatures to 1,800 degrees 
into electricity, and at high temperatures 
can produce as much as 10 kilowatts or 
about three times the electricity used in 
the average home. Efficiency was esti- 
mated at 15 per cent which compares 
with about 20 per cent for the gasoline 
engine and about 30-40 per cent for 
steam-generating plants. RCA said its 
new material will last longer, is stronger, 
and can withstand higher temperatures 
than other known thermoelectric ma- 
terials. However, no cost figures were 
released. 

Practical applications are already being 
made. Several months ago it was an- 
nounced that 500 thermoelectric freezers 
produced by Borg-Warner would be in- 
stalled in a new Chicago hotel. Costing 
around $200 apiece, they will make a 
tray of ice cubes in several hours. Ther- 
moelectric devices are naturally of con- 
siderable interest in the burgeoning field 
of space exploration since they have no 
moving parts and are relatively trouble- 
free; Westinghouse and Carrier have 
produced a variety of small generators 
for the Defense Department. 


AY attractive little pamphlet just re- 
leased by the AGA, entitled “Mira- 
cles for Modern Living with Gas,” says 
“A small ‘black box’ using natural gas as 
chemical fuel may provide the home of 
1971 with all the electric power needed 
to run radio and TV sets, light, and 
motor-driven appliances. And, laboratory 
scientists are at work on revolutionary 
gas ranges and other appliances that will 
serve the busy housewife’s every need 
automatically. . . . Present progress in 
the development of gas turbines, the fuel 
cell, and thermionic engines could well 
mean that gas will provide the electricity 


needed in the 1971 home. Even the out- 
door swimming pool could be used in 
winter with gas-heated water, wind de- 
flectors, and infrared gas heaters.” 


¢.* TURBINE GENERATORS. The gas 
industry also appears jubilant over 
its ability to produce fairly large amounts 
of electricity “on its own,” using the 
newly developed gas turbine to produce 
high-frequency current. At Little Rock, 
Akansas, Arkansas Louisiana Gas has set 
up a 60-cycle turbine to service a shopping 
center, eliminating the need of any serv- 
ice from the electric utility. 


The new turbine is considered a big 
advance over the old reciprocating en- 
gines using diesel fuel or kerosene, which 
are not considered economic because of 
high-cost maintenance, etc. The use of 
new jet engines similar to turboprop 
aircraft engines can produce both elec- 
tricity and heat and also run absorption- 
type air-conditioning units, it is said. 
However, the 900-kilowatt generator at 
Little Rock is apparently the only unit 
thus far in operation. While the unit 
costs about $178 per kilowatt (including 
stand-by equipment consisting of two 
small reciprocating engines), it is re- 
ported to be producing a sufficient profit 
to amortize the equipment cost in several 
years, after which rates could be sharply 
reduced. (The editor raises a query : When 
can the turbines be made at a cost and size 
to permit their use in homes?) 


| ante engineers are critical of the 
gas turbine, contending that a lot of 
maintenance problems will be encoun- 
tered. However, a number of gas com- 
panies in various parts of the country are 
reported interested. Northern Illinois Nat- 
ural Gas will use the turbine in its new 
office building, where it can “work the bugs 
out” before offering the device to cus- 
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tomers. United Gas has assigned six of 
its top engineers to this field, and is in- 
stalling gas generators at a lumber mill, 
a motel, and an ironworks. 

Several gas companies are trying to 
sell schools on the new plants because of 
the combination facilities for electricity, 
heating, and air conditioning. Pacific 
Lighting Corporation reports substantial 
interest in California in the use of gas- 
fired turbines for large buildings. 


Re CeELLs. Both the electric and gas 
industries are working on fuel cells. 
The gas industry visualized it as another 
device to help develop an all-gas home. 
Texas Gas Transmission, in the fall issue 
of Mcf, devotes two pages to discussion 
of the fuel cell. New developments in the 
field of catalysts and progress with ther- 
moelectric units are considered hopeful, 
and the AGA “Par Research” program 
includes work on methane fuel cells. 

Recently, the Navy was reported plan- 
ning to test a new fuel cell which would 
use selected strains of bacteria to pro- 
mote the flow of electricity in small 
amounts. The principal advantage is said 
to be possible use of sugar, potatoes, saw- 
dust, algae, and even raw sewage as fuels 
for the bacteria to work on. Several 
companies are reported experimenting 
along these lines. 

Radioisotopes are also being developed 
for satellites and space vehicles, for use 
in the antarctic, etc.; the heat of atomic 
decay powers a thermoelectric generator. 
The Navy’s navigation satellite ““Trans- 
it,” which beams radio signals to ships 
at sea as a guide to navigation, uses 
radioactive plutonium (which cannot ex- 
plode as it will not sustain a chain reac- 
tion) to produce about three watts per 
hour; the batteries are expected to last 
five years. 
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The AEC has recently issued a 13- 
page Bulletin TID-12711 on “Possible 
Requirements for Radioisotopes as Pow- 
er Sources.” Thus far this technology 
relates only to small amounts of power 
(less than one kilowatt) for use in satel- 
lites, weather stations, ship-warning de- 
vices, undersea cable repeaters, etc. 


«ened Gas. Progress with the devel- 
opment of frozen gas was described 
in the November 17th issue of Time. For 
several years a specially designed meth- 
ane tanker has been successfully hauling 
liquid gas from Lake Charles to London, 
England, cutting the price of gas nearly 
in half. 

The British government is now will- 
ing to spend $50 million on bigger fa- 
cilities, but the U. S. will lose the busi- 
ness; Conch International Methane will 
bring gas from French wells in the Sa- 
hara, with the objective of supplying 
one-eighth of Britain’s gas needs within 
three years. Conch is also dickering for 
frozen gas customers in Switzerland, 
Germany, and Italy. 

In the U. S., Brooklyn Union Gas and 
other East coast gas distributors are 
studying the development of storage fa- 
cilities for liquid methane, as a possible 
substitute for the storage of natural gas 
by their pipeline suppliers in Pennsyl- 
vania. Southern California utilities are 
also said to be interested. 


— new storage method is the 
construction of huge man-made un- 
derground caverns to store liquid pro- 
pane. Cincinnati Gas & Electric now op- 
erates two such caverns at Cincinnati and 
in Kentucky. A similar one is planned at 
Baltimore. 

The new caverns are virtually bomb- 
proof, being 300-400 feet underground. 





FINANCIAL NEWS AND COMMENT 


Commonwealth Edison 
Replacing Preferred Stock 
With Debentures 


I the July 6th issue of this depart- 
ment, the new trend toward issuing 
debentures in place of preferred stock, 
with resulting saving of about half the 
fixed charge due to tax savings, was 
discussed. Commonwealth Edison has 
now joined American Electric Power and 
General Public Utilities in favoring such 
a move. 

Commonwealth has decided to issue 
$40 million sinking-fund debentures to 


74 


replace a preferred stock issue of the 
same size paying a 4.54 per cent divi- 
dend. 


HE debentures will mature in fifty 

years, according to Harold R. Bunce 
of the New York World-Telegram, but 
the operation of the sinking fund will re- 
duce the average life of the issue to about 
twenty-six years. The tax savings will be 
more than adequate to meet the sinking- 
fund. requirements. While Common- 
wealth will have to pay $106.50 to re- 
deem the preferred stock, the premium 
of $6.50 will be a tax deduction. 


FINANCIAL DATA ON GAS UTILITY STOCKS 


11/13/61 Divi- 
Price dend 
About Rate 


Pipelines and Integrated Gas Systems 


Ala. Tenn. Nat. Gas .... 28 
American Nat. Gas .... 44 
Ark, Louisiana Gas .... 41 
Col. Interstate Gas 45 
Columbia Gas System ... 29 
Commonwealth N. G. .. 33 
Consol. Nat. Gas 62 
El Paso Nat. Gas .... 2/7 
Equitable Gas 47 
Houston N. G. ........ 34 
Kansas Nebr. Nat. Gas . 39 
Lone Star Gas 29 
Miss. River Fuel 38 
Montana Dakota Util. .. 36 
Mountain Fuel Supply .. 40 
National Fuel Gas 31 
Northern Nat. Gas .... 45 
Oklahoma Nat. Gas .... 40 
Panhandle East. P. L. .. 54 
Peoples G. L. & Coke .. 52 
Pioneer Nat. Gas 33 
Southern Nat. Gas .... 47 
Southern Union Gas .... 32 
Tenn. Gas Trans, ...... 25 
Tenn, Nat. Gas Lines .. 14 
Texas East. Trans. . 17 
Texas Gas Trans, 40 
Transcont. Gas P. L. ... 24 
United Gas Corp. ...... 39 


Averages 
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Per Cent Increase 

In Share Earns. Price- 
5-yr. Earn. 
Avg. Ratio 
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Div, Common 
Pay- Stock 
out Equity 


Recent 
Share 
Earns. 


Re- 
cent 


42% 
38 
45 
27 
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55 
63 
21 
45 
26 
39 
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26.4 
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22.2 
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21.9 
21.4 
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16.9 
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18.0 
20.0 
19.0 
17.7 
23.2 
26.4 
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15.9 
18.0 
12.7 
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17.9 
164 63 
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Per Cent Increase Approx. 
11/13/61 Divi- Recent In Share Earns. Price- Div, Common 
(Continued) Price dend Approx. Share Re- 5-yr. Earn. Pay- Stock 
About Rate teld Earns. cent Avg. Ratio ont Equity 


Retail Distributors 


Alabama Gas 

Atlanta Gas Light 
Berkshire Gas 
Bridgeport Gas 
Brockton-Taunton Gas . 
Brooklyn Union Gas . 
Cent. Indiana Gas 
Chattanooga Gas 
Elizabethtown Cons. Gas. 
Gas Service 

Hartford Gas 
Haverhill Gas 
Indiana Gas & Water ... 
Laclede Gas 

Louisiana Gas Service . 
Mich. Gas Utilities 
Minneapolis Gas 

Miss. Valley Gas 
Mobile Gas Service . 
New Haven Gas 

New Jersey Nat. Gas .. 
Nor. Illinois Gas 

North Penn Gas 
Northwest Nat. Gas 
Pacific Lighting 
Piedmont Nat, Gas 
Portland Gas Light .... 
Providence Gas 

Rio Grande Valley Gas .. 
So. Atlantic Gas 

So. Jersey Gas 
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FINANCIAL DATA ON TELEPHONE, WATER, AND TRANSIT STOCKS 
Per Cent Increase Approx. 
11/13/61 Divi- Recent In Share Earns. Price- Div. Common 


Price dend Approx. Share Re- 5-yr. Earn, Pay- Stock 
About Rate ‘teld Earns. cent Avg. Ratio out Equity 


Communications 


Amer. T. & T. (Cons.) .. r % +$5.49Au 1% 5% 423.5 
Bell Tel. of Canada .... ! : 2.51De 5 — 219 
Cin. & Sub. Bell Tel. .. A ‘ f 6 2 18.2 
Mountain Sts. T. & T. .. : i : D1 3 424.4 
New England T. & T. .. : k ; D1 7 21.2 
le Soe i 37 aan : A : D4 3 $28.0 
So. New Eng. Tel. .... : F t 4 6 215 


Averages ; 1% 4% 22.7 


Independents 


O. Anglo-Canadian Tel. ... : A J D6% 15% 18.5 
59 O British Col. Tel. é ; D2 — 16.5 
4 O Calif. Inter, Tel. : é 6 NC 17.4 
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Per Cent increase Approx. 
11 i 13/61 ~ * fom In . hare a _ = C. — 

‘ Ox. € e- -yr. Earn. ‘ay- tock 
(Continued) Rate ield Earns. Avg. Ratio out Equity 
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Hawaiian Telephone .. 
Inter-Mountain Tel. 
Puerto Rico Tel. 
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Southeastern Tel. 
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Water Companies 
Holding Companies 


American Water Works . 


Operating Companies 
Bridgeport Hydraulic .. 
Calif. Water Service ... 
Elizabethtown Water ... 
Hackensack Water 
Indianapolis Water 
Jamaica Water 
New Haven Water .... 
Ohio Water Service ... 
Penn. Gas & Water .... 
Phila. & Sub. Water .... 
South, Calif. Water .... 
Southern Gas & Water .. 
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Transit Companies 


Baltimore Transit 
Cincinnati Transit 

Fifth Ave. Lines 
Greyhound Corp. 

Nat. City Lines 

Niagara Frontier Trans. . 
Pittsburgh Rys. ........ 
Rochester Transit 

St bomseP.S:. oA oc. 
Twm Gy KR. To cass 
United Transit 
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A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change, Ja—January; F—February; Ma—March; Ap—April; My—May; Je—June; Jy—July; Au— 
August; Se—September ; Oc—October; N—November; De—December. *Deferred taxes resulting from 
liberalized depreciation are not normalized. If normalized, the price-earnings ratio would be higher, and 
the rate of increase in share earnings would be smaller. NA—Not available. {On average shares. D—De- 
crease. a—Also 10 per cent stock dividend October 24, 1960. b—Also 2 per cent stock dividend Septem- 
ber 30, 1960. c—Also 10 per cent stock dividend to be paid October 9, 1961. d—Fifty cents paid thus 
far in 1961, payments irregular. e—Also 10 per cent stock dividend to be paid December 20, 1961. f— 
Regular annual 2 per cent stock dividend included in yield. r—Three per cent stock dividend January 16, 
1961. t—Payments irregular, $1 paid in 1960, 50 cents thus far in 1961. v—Also 3 per cent stock dividend 
payable January 6, 1961 (similar dividend was paid January 7, 1960). x—Also 124 per cent stock dividend 
payable October 7, 1960. z—Plus 3 per cent stock dividend December 31, 1960. NC—Not comparable. 
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What Others Think 


Railroads in New England 


ITH the recent troubles of the New 

Haven Railroad, attention has been 
focused on the nation-wide situation of the 
country’s mounting rail transportation 
problems. They have also awakened New 
England to the plight of its steadily 
worsening rail service. — 

This is especially noticeable in the 
northern tier of states—Maine, New 
Hampshire, and Vermont, as well as 
Massachusetts. 

We might say, “Looking for railroad 
trains in upper New England these days 
is like looking for vanishing Buffalo 
nickels.” There are few of them left. Years 
ago the great summer and winter resort 
areas on the Maine coast and in the moun- 
tains of Vermont and New Hampshire 
supported, and depended upon, the ar- 
rival of the daily train load of summer and 
winter vacationers. There could have been 
no vacationists without the trains. 

The ability of every family to own an 
automobile, and the advent of high-speed 
highway systems, have changed all this. 
Now the railroad stations stand forlorn 
in town after town, while the streets are 
clogged with cars. 

Through the whole of New England 
there is now only one “crack” passenger 
train in an area which originated luxuri- 
ous train service. This is the ““Montrealer”’ 
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northbound, and the “Washingtonian” 
southbound, a daily fast varnish express 
between those two cities. It is the only 
train going through the New England 
area which still provides sleeping cars and 
meal service. 


HE only reason this train remains as 
a “class” run is because much of it 
runs over Central Vermont trackage. The 
Central Vermont is a subsidiary of the 
Canadian National, which is Canadian 
government subsidized and operated, and 
the Ottawa government so far has been 
willing to absorb any loss this passenger 
run incurs. But throughout the rest of 
northern New England, the pickings are 
slim. In Maine the passenger train has be- 
come as rare as the caribou. Except for 
the skeleton service the Boston & Maine 
retains into Portland, only one other pas- 
senger train runs in Maine. That is a 
train which the Bangor & Aroostook runs 
from Northern Junction (to the west of 
Bangor and reached only by bus from 
Portland) to Caribou in the far north of 
the state. Since the departure time is 1:25 
A.M., it does not represent extensive 
service in a state of close to one million 
people. 
Lewiston-Auburn, the twin industrial 
cities, and one of Maine’s large population 
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areas, are without passenger service. 
Down Easters, who at one time could 
boast of the prestige “Flying Yankee,” 
“The Gull,” “The Pine Tree,” and “The 
Alouette,” take the bus, or ride an auto- 
mobile. 

Franconia and Crawford Notches, the 
scenic pride of New Hampshire, now only 
see occasional freights. The green velvet 
and shining brass of the Boston & Maine’s 
passenger trains through the White Moun- 
tains vanished years ago. 


_ full impact of the railroad’s de- 
cline may be obtained from a look 
at the sadly skimpy Boston & Maine time- 
table. Aside from commuter trains, only 
eight tables are required to cover all its 
passenger trains, including connections 
with the New Haven and Central Ver- 
mont. 

The numerous “camp specials,” which 
years ago took thousands of youngsters 
to summer camps by the mountains and 
lakes, run no more. The joyful frolicking 
on the trains which the city children en- 
joyed as they voyaged to a summer in 
the country exists no longer. If a parent 
is thinking, perhaps, of sending his young- 
ster and his baggage to Williams College, 
he finds sooner or later that no public 
transportation, neither train nor bus, runs 
to Williamstown, Massachusetts. It is 
still possible, though, to get a girl to Smith 
College in Northampton, Massachusetts, 
and close to Mount Holyoke College by 
train, but one must double check to make 
certain the young lady’s baggage can get 
there with her. The Boston & Maine 
schedule lists only 27 stations that handle 
checked baggage in the four upper New 
England states. 

Besides the New Haven, a couple of 
other New England railroads exist only 
through a little luck, some penny-pinch- 
ing, or dependence on one product. The 


Bangor & Aroostook without northern 
Maine potatoes to haul would be in deep 
trouble . The Rutland Railroad in Ver- 
mont, which remained solvent only by 
dropping passenger service a couple of 
years ago, would be only a memory with- 
out Vermont and New York state milk 
with which to make up its profitable mail 
trains. The Boston & Albany’s only reason 
for existing is as a tenuous bridge line 
between Boston, Albany, and the West. 


N a less cheery note, but nevertheless 
of significance, is the fact the Boston 
& Maine emphasizes that no “remains” 
will be handled in any of its trains ex- 
cept the one between Springfield, Massa- 
chusetts, and White River Junction, Ver- 
mont, and then at only two stations be- 
tween these two terminals, While the 
family burial plots of many New England 
towns continue to await the return of 
those sons and daughters who have ven- 
tured far afield, their final trip home pre- 
sumably now requires a long trip in a 
hearse. 

In contrast to the more lengthy passen- 
ger runs which have all but died an 
unnatural death, the commuter rail serv- 
ice around Boston appears to be unusually 
active. The schedule shows, for example, 
no less than 23 trains on working days 
going from Boston to Winchester, a dis- 
tance of eight miles, and ten between 
Boston and Concord, a distance of 20 
miles. Without the rails to carry a portion 
of the commuter burden, it is easy to im- 
agine that Boston streets would reach the 
saturation point at which all traffic grinds 
to a halt in a city-wide stoppage. 

This traffic problem in Boston is one 
of the reasons the city fathers and all the 
good Irish politicians are worried over the 
future of the New Haven which links 
Boston with the South and provides one 
of its important commuter “outlets” to 
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the South Shore. In August the state’s 
bid to purchase the Old Colony division 
of the New Haven was turned down in 
a U. S. district court. 


a court judge called for the state 
to do more than create a South Shore 
Transportation District, before he would 
allow the state to exercise its option to 
purchase the defunct service. The judge 
said he wanted “a firm irrevocable com- 
mitment, with the necessary financial 
capability, actually to establish and operate 
the transportation system” before he al- 
lowed the state to purchase the property. 

Its older arteries clogged, and its rail 
passenger service nearly nonexistent, 
New England has found that its fine new 
set of turnpikes and expressways, which 
at the outset sped traffic through the 
countryside and past towns with ease, 
have become filled to the straining point. 


The magnificent new road from Boston 
to Portsmouth, New Hampshire, is al- 
ready overcrowded and slow on a late 
Sunday afternoon, and Route 128, the 
circumferential highway around Boston, 
which was to take care of the traffic needs 
for several decades, is frequently bumper- 
to-bumper on weekdays as well as week 
ends. No sooner was it completed than 
work was under way to widen it. The 
project is still going on. The same prob- 
lem exists elsewhere as new roads become 
obsolete before they are completed. 


ei the expressways clogged, and 
the old highways lined with bill- 
boards, the alternative, according to some, 
is the return of the railroad passenger 
train. But the New England railroads, 
which were among the first in the nation 
to drop passenger trains, are less than will- 
ing to return them to service. 





Extra! Extra! Railroad Goes Back 
Into the Passenger Business! 


| deni time one turns the page of a 
newspaper these days there invariably 
seems to be some news of another rail- 
road in financial trouble, of railroads 
trying to merge to avoid or solve financial 
problems, and of other lines threatening 
to curtail service, especially commuter 
passenger runs. 

All this seems glum and discouraging. 

But one little railroad, with a smile on 
its face and a heart full of ambition and 
optimism, is trying to stem the tide all 
by itself. The Baltimore & Annapolis 
Railroad—124 years old and all of 20 
miles long—is going to get back into the 
passenger business after dropping the last 
of its commuter trains in 1949, 

In resuming its passenger service, the 
B&A is bucking an impressive trend. Last 
year, traffic on the nation’s 30 remaining 
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commuter railroads dwindled to 203 mil- 
lion passengers, 119 million less than in 
1945; in that period 19 roads discontinued 
all commuter service and countless others 
curtailed the passenger offerings. 

The B&A, under President James W. 
Easter, feels it can detect a changing 
attitude among commuters, at least in 
the Baltimore area. The railroad, which 
also operates a bus service in the same 
area, believes that people who work in 
Baltimore are sick and tired of bucking 
monumental traffic during every morning 
and afternoon peak traffic period and 
would be willing to take a fast, rapid 
transit-type rail car to and from work 
each day. 


§ lee Baltimore & Annapolis’ 12-man 
maintenance crew has been hacking 
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away for weeks at weeds along the road’s 
right of way. As of December 4th the 
railroad was to begin operating a single 
self-propelled car on scheduled runs from 
suburban Harundale, Maryland, into 
Baltimore and back again. (Harundale 
is nine miles southeast of Baltimore on 
the road’s line between that city and 
Annapolis.) If that test proves successful, 
the B&A plans to add more cars and ex- 
tend the run. 

Easter has been able to persuade the 
Budd Company of Philadelphia, railroad 
passenger car makers, to supply free one 
of its popular diesel-powered cars for the 
test period. The Baltimore & Ohio Rail- 
road will donate use of its Baltimore 
depot and some connecting tracks. The 
B&O will also furnish a track inspection 
crew. Budd, of course, hopes to get some 
car leasing business and the B&O some 
track and station rental fees if the B&A 
establishes service on a permanent basis. 

A Buddliner is a self-propelled rail 
car, on the market now for several years, 
which has been credited with saving rail 
commuter service in many areas. They are 
inexpensive, as compared with running a 
string of cars behind a locomotive, easy 
to maintain, and present a speedy, at- 
tractive appearance. They cut down on 
labor costs, since they require only a 
motorman and a conductor; sometimes a 
crew of one is sufficient, since the motor- 
man can double as a conductor, and col- 
lect the fares himself. 


HE B&A won't have to hire engi- 

neers. The road has been running a 
commuter bus service and has 15 former 
railroad engineers working as bus drivers. 
Therefore, the only new outlay the com- 
pany plans in launching the test will be 
about $500 for insuring the Buddliner 
and moving it to Baltimore. Eventually, 
however, the B&A will probably have to 
spend about $1 million to repair its 


antique roadbed and $5 million for equip- 
ment. Lately, the road has been running 
only one meandering freight a day. If 
the Buddliner proves a success, the road- 
bed will have to be fixed to handle the rail 
car which is capable of high-speed travel. 

The B&A made a profit of about $75,- 
000 on its bus service last year, more than 
enough to offset a $40,000 loss on its 
freight business, which consists of moving 
some 15 cars a day to and from Annapolis 
for other roads. The road’s rolling stock 
consists of one diesel engine and two 
vintage flatcars. 

Easter figures the rail service will cut 
costs for the B&A and provide faster 
service for commuters. The one rail car 
will carry 96 people, twice the capacity 
of a bus. And the cost of operating the 
car will come to 70 cents a mile, compared 
with 92 cents for two buses. Addition of 
more Buddliners in the future would cut 
the per mile cost of the rail operation 
still further. 

The first rail car will operate at only 
25 miles an hour because of the current 
condition of the B&A’s tracks. Even so, 
the nine-mile trip will take twenty minutes 
compared with at least forty minutes by 
bus. The railroad plans to charge 50 
cents for a one-way trip, five cents more 
than its bus fare. 


iS fens line dropped passenger service 
twelve years ago because it was 
losing money on the operation. However, 
at that time the line was electrified and 
the company had to contend with the high 
maintenance costs of lines and power sta- 
tions. 

The Baltimore & Annapolis was car- 
rying about 1.2 million rail passengers 
a year just before it quit the commuter 
business and had almost 2 million bus 
riders each year. It still collects close to 
2 million bus fares annually, and Easter 
figures that in addition to switching 
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Courtesy, The Sun (Baltimore) 


THE GREAT RAILROAD RESCUE ...OR CAN OUR HERO SAVE 
HER IN TIME? 


some of the bus riders to the rails, the 
B&A can recapture some of its former 
rail commuters and pick up traffic among 
new residents of growing Anne Arundel 
county. 


HE experiment could have a broad im- 

pact on Baltimore commuters and 
provide at least a partial answer to the met- 
ropolitan area’s mass transit problem. And 
it is a safe bet that neighboring Wash- 
ington with its king-sized traffic snarls 
and jam-packed Potomac bridges will be 
looking on with interest. Washington 
used to be served by an interurban electric 
predecessor of B&A when it used to be 
called the old “WB&A” (Washing- 
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ton, Baltimore, and Annapolis). It also 
had an old steam railroad line—the 
Chesapeake Beach Railroad, which trav- 
eled eastward towards the Bay in the 
general area south of Annapolis. But these 
vanished with the depression thirties and 
the rights of way have long since been 
lost to suburban homes, tobacco fields, 
etc. 


. peeimeneese commuters who travel into 
the nation’s sixth largest city are cur- 
rently almost totally dependent on private 
automobiles and buses, taxing the capacity 
of its downtown streets and main arteries. 
The only rail commuter service now is 
provided on a limited scale by some of 
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WHAT OTHERS THINK 


the intercity trains of the Pennsylvania 
Railroad and the B&O to Washington, 
D. C., to the south, and the Wilmington, 


Delaware-Philadelphia region to the 


north. 


—M. B. P. 





Fuel Use in Pennsylvania Electric Industry 


oo in the use of primary energy 
—coal, natural gas, petroleum, and 
water power—in Pennsylvania’s electric 
generating industry has been published by 
two professors of geography at The 
Pennsylvania State University’s College 
of Mineral Industries. 

The pair, George F. Deasy and Phyllis 
R. Griess, describe the consumption of 
fuels in the electric generating industry 
in the commonwealth and the factors af- 
fecting the selective use of these different 
fuels supplied by both Pennsylvania and 
out-of-state sources. 

They find that competition among fuel 
producers for the electric generating mar- 
ket is severe, and data they present con- 
cerning primary energy utilized at 174 
for the state’s electric generating plants 
reveal significant geographical differences 
in types and sources of energy utilized. 
Resource proximity and transportation 
facilities account for most of such differ- 
ences; and these factors, when reduced 
to a monetary basis, indicate that selec- 
tion of an energy type or source for use 
at a specific generating plant is largely 
determined by comparative delivered costs 
per unit of energy. 

Since coal, especially bituminous, is one 
of the state’s most marketable commodi- 
ties, a large part of this study is devoted 
to this energy source. The authors con- 
clude that several courses of action are 
open to Pennsylvania’s bituminous and 
anthracite producers which may enable 
them to expand their market territory 
and increase their share of the common- 
wealth’s electric generating industry and 
fuel market. 


S in competition for the electric gen- 
erating industry, they contend, is 
severe because all five major types of 
primary energy—bituminous coal, anthra- 
cite coal, petroleum, natural gas, and 
water power—are all produced in suff- 
cient quantities within the state. In addi- 
tion, out-of-state sources of bituminous 
coal, fuel oil, and natural gas compete 
actively for a share of the market. 

There are about 246 electric generating 
plants in Pennsylvania and data from 174 
of these are used for the present study. 
The 174 include all of the larger gen- 
erating facilities and account for an esti- 
mated 97 per cent of the state’s total gen- 
erating capacity. 

As might be expected, the bituminous 
coal zone covers much of the common- 
wealth and 78 plants use this source of 
energy only. Next in importance, in terms 
of area covered, is the anthracite coal 
zone, located primarily in the east-central 
part of the state, and which includes 19 
plants which use this type of fuel. 


In between the two above zones is a 
region of mixed fuel types, the anthracite- 
bituminous coal zone, in which seven 
plants are found. The natural gas and 
fuel oil zone is located in the northwest- 
ern part of the state. Within it, 13 gen- 
erating plants burn either gas or fuel oil, 
or both. There are also the tidewater 
mixed fuels zone (the greater Phila- 
delphia area) in which there are 26 plants, 
and the Lake Erie mixed fuels zone, con- 
taining 12 plants. Depending on falling 
water as a primary source of energy are 
the glacial lake hydro zone of the north- 
east (two plants), the lower Susquehanna 
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hydro zone of the southeast (four 
plants), and the south-central hydro zone 
(three plants). 


im authors point out that the energy 
pattern for the state’s electric gen- 
erating industry is further complicated 
by the fact that out-of-state sources sup- 
ply appreciable quantities of energy that 
compete directly with commonwealth 
sources. Bituminous coal from West Vir- 
ginia and, to a lesser extent, from Ohio, 
finds an important market among the 
state’s electric plants; fuel oil from Mid- 
Continent, Gulf Coast, and _ foreign 
sources obtains an outlet in the Pennsyl- 
vania generating industry; and natural 
gas as well as petroleum-derived refinery 
fuel oil, from out-of-state sources, offer 
competition to local energy suppliers. 

Of the 103 plants which burn bitu- 
minous coal, either alone or in combina- 
tion, 63 of them burn Pennsylvania 
bituminous exclusively, 20 use only bitu- 
minous from West Virginia, three depend 
on Ohio bituminous, 16 employ a com- 
bination of Pennsylvania and West Vir- 
ginia coal, while one uses a mixture of 
Ohio, West Virginia, and Pennsylvania 
coal. 

More important, point out the authors, 
is that there exist concentrations of bitu- 
minous coal from out-of-state sources in 
certain restricted parts of the common- 
wealth. There is a sizable area in south- 
eastern and south-central Pennsylvania, 
comprising about one-fifth of the state, 
where large amounts of West Virginia 
coal are burned either alone or in com- 
bination with Pennsylvania bituminous. 
There is also an area in the northwest, 
along the Lake Erie shore, in which 
Pennsylvania coal faces competition not 
only from West Virginia coal, but also 
from that of Ohio. 

A third area in which out-of-state bitu- 
minous coal is utilized is in the south- 
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west, near the junction of the Ohio, 
Alleghany, and Monongahela rivers, 
where several plants burn West Virginia 
and Ohio coal as well as that from 
Pennsylvania. 


a of the sources of fuel oil 
shows that out-of-state fuel oil is 
used exclusively by a good number of oil- 
burning electric generating plants in the 
greater Philadelphia area, the greater 
Erie area of the northwest, and the great- 
er Pittsburgh area of the southwest. Only 
in the interior northwest are there gen- 
erating plants (three) employing Pennsyl- 
vania-derived crude oil. 

The gas source situation is somewhat 
similar to that for fuel oil, the authors 
found. Gas from out-of-state sources is 
employed exclusively in the three gas- 
using generating plants in the Phila- 
delphia area and in one in the south- 
central part of the state. On the other 
hand, the six plants in the greater Pitts- 
burgh area and the northwest interior all 
employ either Pennsylvania-derived gas, 
or a combination of Pennsylvania and 
out-of-state gas. 

Unlike the other energy sources, there 
is no competition for Pennsylvania an- 
thracite producers from out-of-state an- 
thracite sources, and no out-of-state water 
is transported into the state for purposes 
of generating electricity. 

The most important element in the 
Pennsylvania electric energy picture un- 
questionably is the commonwealth’s own 
supply of bituminous coal, say the au- 
thors. Such coal powers more generating 
plants and supplies electricity to a more 
extensive territory than any other com- 
peting type or source of energy. Yet, it 
by no means monopolizes the electric 
generating market of the state. 


HE study discusses and evaluates cost 
data and the cost pattern, based on 
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the Btu content of the coal, mining and 
processing expenses and profits, and de- 
livery expenses and profits. One of the 
factors which greatly affects the final cost 
pattern is the type of mining involved— 
whether underground on strip. Where 
stripping is significant, coal is relatively 
cheap because tonnages mined per man- 
day are larger than in deep mining. Since 
strip mining is concentrated largely in the 
middle and northern producing counties, 
mine prices of coal are relatively cheap 
in those areas. 

The authors conclude that the delivered 
cost pattern for Pennsylvania bituminous 
coal employed by generating plants with- 
in the commonwealth can be attributed to 
a number of factors. Delivered costs are 
lowest where generating plants are located 
in areas of large volume strip mining, 
and delivered costs are higher where 
plants are situated in areas of large vol- 
ume of underground mining or of small 
volume strip mining. Delivered costs to 
generating plants increase rapidly within 
a short distance to the east and south- 
east of the mining areas, and then more 
gradually with increasing distances south- 
eastward, as fixed charges associated 
with rail transport are proportioned over 
a greater number of miles. 


c of the apparently anomalous as- 
pects of the primary energy facet of 
the state’s electric generating industry, 
the authors found, is the degree to which 
West Virginia bituminous coal is used. 
Such coal supplies a major share of the 
southeastern and south-central Pennsyl- 
vania utility market, even though handi- 
capped by a location 50 to 100 miles 
farther from the market. The report con- 
cludes that this competition is possible 
because of thick coal seams in West Vir- 
ginia and a relatively high degree of 
mechanization. These advantages result 
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in low coal values F. O. B. mine which, 
combined with an advantageous freight 
rate structure toward the northeast and 
low-cost river transport facilities toward 
the north, enable West Virginia coal to 
overcome the handicap of distance. 

Unlike its West Virginia counterpart, 
Ohio bituminous plays only a minor rdle 
in the electric generating industry in 
Pennsylvania. The reason Ohio coal has 
been unable to overcome the handicap of 
distance is that tonnages mined per man- 
day in Ohio producing counties average 
no higher than tonnages obtained from 
competing counties in Pennsylvania. 

The dominance of anthracite in the 
electric generating market of east-central 
Pennsylvania is virtualiy complete, the 
authors find. All except one of the 20 
generating plants in the anthracite coal 
zone burn such fuel exclusively, and the 
exception depends on anthracite for more 
than three-fourths of its energy require- 
ments. 


NOTEWORTHY aspect, they point out, 
is the inability of the anthracite in- 
dustry to capture markets located more 
than a short distance from the coal fields. 
Pennsylvania and West Virginia bitu- 
minous coal operators find outlets in 
many commonwealth generating plants 
located 100 to 300 miles from the coal 
fields, and fuel oil and gas producers mar- 
ket their products at various sites scat- 
tered throughout the state, but anthracite 
producers are unable to supply the fuel 
needs of electric generating plants situ- 
ated more than approximately 30 miles 
from the margins of the mining areas. 
The reason presented in the report to 
indicate the anthracite industry’s ability 
to dominate the local and nearby electric 
generating market is because of the pref- 
erential pricing treatment it accords the 
smaller-sized industrial grades of its prod- 
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uct, together with the availability of low- 
cost truck transport for nearby delivery. 
Inability to compete in more distant mar- 
kets is due in large measure, they say, to 
the high rail freight charges applied to its 
product, rather than to disproportionately 
high F. O. B. breaker costs. 


Fu= oil and gas are of relatively minor 
significance in the electric generating 
industry of Pennsylvania, for most plants 
using such energy types are of small 
capacity and obtain the bulk of their 
energy requirements from other types of 
fuels. Nevertheless, the authors believe, 
the sizable number of plants (18) em- 
ploying gas and oil, and their widespread 
geographic distribution throughout the 
state, warrant their investigation. From 
data received, neither gas nor oil, nor a 
combination of the two, was competitive 
with coal on a cost basis anywhere in the 
state except in the greater Philadelphia 
area, where barge or tanker delivery of 
low-cost, out-of-state crude petroleum and 
fuel oil is possible, and along the main 
transcontinental pipelines in energy-de- 
ficient south-central and southeastern 
Pennsylvania. 

One might raise the question, the re- 
port says, as to why owners of many 
generating plants other than the present 
users do not employ oil or gas. Cer- 
tainly, they state, there is no lack of suit- 
able transport facilities since virtually the 
whole of the state has a close network of 
gas, crude oil and oil products pipelines, 
and roads. Apparently, they conclude, 
nonusers are unwilling, or find it com- 
petitively impossible, to pay the price for 
such high-cost energy no matter how de- 
sirable may be its nonmonetary advan- 
tages, such as cleanliness, convenience, and 
ease of storage and handling. 

The trend, instead, is for private utility 
and industrial owners of generating 
plants outside of the greater Philadelphia 
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area to close down those using gas and/or 
oil, or to convert them to coal. As long 
as coal remains lower in cost than petro- 
leum or gas energy, the likelihood of any 
major displacement of the former in the 
electric generating markets of Pennsyl- 
vania appears remote, it is believed. 


7 remaining significant source of 
energy for the electric generating in- 
dustry is hydro power. There are ten 
hydroelectric plants in the state, all ex- 
cept one localized within the three hydro 
zones. 

On a basis of comparison based upon 
overall production costs of generating 
electricity stated in terms of mills per net 
kilowatt-hour generated, hydroelectric 
stations in Pennsylvania compare favor- 
ably with almost all coal-, oil-, and gas- 
powered units. 

Where hydroelectric sites do not exist 
in the state the threat of competition from 
hydro power to other sources of energy 
is negligible. Since present supplies of 
hydroelectricity are limited, the expense 
of developing remaining potential sites is 
high, and cost of transmitting electricity 
over any considerable distance exceeds 
the cost of shipping fossil fuels in their 
raw state to the same sites. 

In conclusion, the report indicates that, 
except in the case of fuel oil and gas 
which possess certain unique advantages, 
selection of an energy type or source for 
use at a specific generating plant is large- 
ly determined by comparative delivered 
costs per unit of energy. Sufficient com- 
petitive advantage for a specific fuel type 
or source establishes its priority at a 
given plant. 


HE authors believe that several 
courses of action are open to 
Pennsylvania bituminous coal producers 
in an attempt to improve their market posi- 
tion. The first, and perhaps the most ob- 
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vious, is to lower mining and processing 
expenses per ton. This objective conceiv- 
ably may be accomplished through greater 
emphasis on low-cost strip mining, great- 
er mechanization of underground mining, 
and the concentration of mining efforts 
in larger and therefore presumably more 
efficient mines. Such action would de- 
crease the existing differential in mining 
expenses between Pennsylvania bitu- 
minous coal producers and their competi- 
tors in neighboring states, the study says. 

A second course of action would be to 
press for removal of railroad freight rate 
differentials, if any, that might exist be- 
tween Pennsylvania and West Virginia 
coal marketed in Pennsylvania, and thus 
increase the territory in southern and 
eastern portions of the commonwealth 
wherein Pennsylvania-derived coal has a 
competitive market advantage. 

A third procedure open to Pennsyl- 
vania bituminous coal producers is the 
apparently anomalous one, according to 
the report, of requesting an increase in 
variable railroad transportation charges 
on all bituminous coal shipped into south- 
ern and eastern Pennsylvania. If granted, 
the authors believe, this increase in 
charges would reduce the relative sig- 
nificance of cheaper mining now employed 
by West Virginia producers. 


HERE appears to be little opportunity 

for Pennsylvania bituminous coal 
producers to expand their market into the 
area where low-cost anthracite is now 
entrenched, the study says. Opportunities 
for anthracite producers, however, to en- 
large market territory among state elec- 
tric generating plants are less diverse but 
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perhaps more promising than those avail- 
able to bituminous coal producers. A 
major course of action recommended by 
the study is to work for reduction of the 
exceptionally high freight rates that cur- 
rently restrict outlets for anthracite to the 
near vicinity of the fields. If reduced 
freight rates can be obtained, it might 
be possible for the anthracite industry to 
expand its market territory into south- 
eastern Pennsylvania as far as the greater 
Philadelphia area and to supply many of 
the electric generating plants now de- 
pendent upon Pennsylvania and West 
Virginia coal, and imported oil. 

Another possibility available to anthra- 
cite operators is to effect acomplete change 
in their present local versus outside pric- 
ing system, raising prices drastically on 
local sales in what is virtually a captive 
market, and lowering prices equivalently 
on outside sales in order to produce a 
more competitive situation in areas now 
excluded from the anthracite market ter- 
ritory. Such a pricing revision could place 
anthracite in a more favorable price re- 
lationship in southeastern Pennsylvania. 


f in outlook for expansion of markets 
for Pennsylvania-derived fuel oil and 
gas in the commonwealth’s electric gen- 
erating industry is “bleak,” says the re- 
port. These fuels are noncompetitive, in 
terms of cost, with all other types and 
sources of energy presently utilized in the 
state. At best, local fuel oil and gas pro- 
ducers can only hope to retain their 
present limited outlets, based on the high 
cost of changeover and the benefits gas 
and oil can offer, the authors conclude. 
—M. B. P. 
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The March of 
Events 


Arkansas 


Court Rules in Co-op 
Controversy 
| Rencenais handed down by the state 
supreme court said Arkansas Power 
& Light Company must compensate the 
Woodruff Electric Co-operative Corpora- 
tion for territory north of Forrest City 
that it acquired from the co-op in 1957. 

Under a state law listed as Act 85 of 
1955, the high court said the co-op is 
entitled to receive territory elsewhere 
similar in value to the area it gave up 
to Arkansas Power. The court’s majority 
opinion said municipally owned utilities 
were exempted from the 1955 law, but 
Forrest City had forfeited its exemption 
by leasing its electric system to Arkansas 
Power. 

The high court said Arkansas Power 
& Light, “under the facts and circum- 
stances of this case, has been given the 
right to serve the disputed territory just 


as effectively as if it had bought (the) 
city’s plant instead of leasing it. Cer- 
tainly it is true that Woodruff’s loss 
would be the same in either event.” 

In disagreeing with the majority opin- 
ion, Chief Justice Carleton Harris said 
it would appear logical that the city, if 
and when it resumes its operation of the 
municipal power plant, would be forced 
to reimburse Arkansas Power for what- 
ever territory it gave up to the co-op. 

Associate Justice Sam Robinson also 
dissented from the majority opinion, but 
did not issue a written opinion or join 
the chief justice in his dissent. 

The supreme court’s decision reversed 
both the state public service commission 
and Pulaski County Circuit Court Judge 
J. Mitchell Cockrill, who had denied the 
co-op’s request for an exchange of terri- 
tory to match the area it had lost. The 
high tribunal remanded the case to the 
commission to effect this exchange. 


Colorado 


Legality of Power Line 
Studied 
HE state public utilities commission 
has taken under consideration, after 
hearing final arguments in the case, a 
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question of the legality of a new power 
line already built in the western part 
of the state by Colorado-Ute, an organi- 
zation of four electric associations. Al- 
though the line was scheduled to go into 
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operation immediately, the commission 
had to consider whether the organization 
even had a right to build the transmission 
facilities. 

No decision was expected for several 
weeks since the commission must study 
about 600 pages of typewritten testimony 


Electric Rate Cut Planned 


 Aprsagy Utiuities Company, Lex- 
ington, has proposed a rate cut to 
encourage residential customers to use 
more electricity, particularly for heating 
and air conditioning. The rate for elec- 
tricity in excess of 400 kilowatt-hours a 
month would be 14 cents a kilowatt-hour, 
compared with the current structure of 
2} cents for each kilowatt-hour in ex- 


Commission Engages in 
New Duties 


HE state public service commission 

has been engaged since July 1st with 
new duties imposed by the 1961 state 
legislature. Under a new state law, which 
was listed in the legislature as Senate 
Bill 186, the commission’s approval is 
required for the issuance of securities 
by electric and natural gas utility com- 
panies. The law provides that hearings 
may be held in connection with the agen- 
cy’s investigation of stock issues, but thus 
far the commission apparently has felt 
them to be unnecessary. 

The commission, seven days after the 
law went into effect, authorized Montana 
Power Company, in connection with its 
corporate move to Montana from New 
Jersey, to issue nearly 8.5 million shares 
of common and preferred stock in a 
changeover that is expected to be com- 
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Kentucky 


Montana 





and arguments accumulated during 
months of hearings. The line is opposed 
by Public Service Company of Colorado. 
It extends from Cameo, near Grand 
Junction, to Montrose. Public Service 
asserts that no public need has been 
shown for the line. 





cess of 150 kilowatt-hours a month. 
The first year’s savings to customers 
would be about $350,000, W. H. Skinner, 
vice president, estimated. Subject to 
approval by the state public service com- 
mission, the new rate would become effec- 
tive on bills received after February 1, 
1962. The utility serves more than 22,000 
residential customers in 77 Kentucky 
counties outside the Louisville area. 





pleted by the end of the year. Montana 
Power, in the same application, asked 
commission approval of the merger of 
the Montana and New Jersey corpora- 
tions. However, the commission ruled 
that it had no power to approve the merg- 
er application. The commission subse- 
quently learned that the Federal Power 
Commission had approved the transfer 
of licenses and facilities to the new Mon- 
tana corporation from the New Jersey 
corporation. 

In another matter, the commission ap- 
proved three requests of Washington 
Water Power Company, which furnishes 
electric service in western Montana. This 
utility was authorized to issue 6,000 
shares of common stock to its employees 
under a stock purchase plan, 22,820 shares 
of common stock until November 6, 1968, 
under a key employees’ stock ownership 
plan, and 20,900 shares under the same 
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plan between November 4, 1962, and 
November 3, 1970. 

The 1961 Montana law eliminates the 
need for approval by the FPC for securi- 
ties issued by utilities, unless the utility 


also operates in a state which does not 
have a similar law. However, approval 
by the Securities and Exchange Commis- 
sion still is required for all security 
issues. 


New Mexico 


Court Acts in Phone Tax 
Dispute 

egg the way to put $47,412,067 
in 1961 valuations for Mountain 
States Telephone & Telegraph Company 
for ad valorem tax purposes on 31 coun- 
ty rolls, the state supreme court vacated 
a Santa Fe district court order enjoining 
the State Tax Commission from certify- 

ing the valuations to county assessors. 
The high state tribunal also directed 
Santa Fe district court to take necessary 
steps to permit Mountain States to pay 
whatever portion of its 1961 property 
taxes it chooses under protest pending 
final determination of the case. The su- 


preme court also ordered the lower court 
to act to make affected county treasurers 
parties in the appeal of the Mountain 
States valuations. The high court held 
that the taxing process cannot be inter- 
rupted. “This is a matter of public in- 
terest and affects the very foundations 
of our state government,” the court said 
in its unanimous opinion. 

Mountain States contended that a 
45.22 per cent assessment rate applied to 
its property in New Mexico by the State 
Tax Commission is discriminatory. It 
also contends there are inequalities be- 
tween assessments for different types of 
corporate taxpayers and also in county 
assessment rates. 


Pennsylvania 


Eddystone Station Dedicated 


HILADELPHIA ELECTRIC COMPANY’S 

Eddystone generating station, the 
world’s most efficient electric power plant, 
was dedicated on November 9th at cere- 
monies held in the station, located on 
the Delaware river in Eddystone bor- 
ough. R. G. Rincliffe, president of 
Philadelphia Electric, unveiled a bronze 
tablet to officially dedicate the utility’s 
newest and largest generating plant. 

Participating in the ceremonies, in ad- 
dition to Mr. Rincliffe, were H. N. Ram- 
sey, executive vice president of Phila- 
delphia Electric; Governor David L. 
Lawrence, of Pennsylvania; Paul Sides, 
mayor of Eddystone borough; Fredric 
R. Mann, director of commerce of the 
city of Philadelphia; John Facenda, radio 
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and television newscaster and commen- 
tator; and the Reverend Dr. D. Evor 
Roberts, pastor of Swarthmore Presby- 
terian Church, who gave the invocation. 

In dedicating the plant, Mr. Rincliffe 
declared that Eddystone was built for 
two reasons: “First, because Eddystone 
will help keep the price of electricity low 
for our customers,” he said, “and, sec- 
ond, because Eddystone strengthens the 
assurance of an uninterrupted flow of 
electric power for the homes, businesses, 
and industries of the Delaware valley 
area.” 

The utility president pointed out that 
Eddystone represents vast sums of pri- 
vately invested capital put to work to 
provide vital power for this progressive 
and expanding area. 
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Trends and Topics 


Labor Disputes Raise Regulatory Questions 


———— by bus drivers last month in Rochester, New York; Dayton, Ohio; 
and Kansas City, Missouri, again direct attention to the power of unions 
to endanger public welfare, without governmental restraints which are placed 
upon other citizens. Businessmen go to jail for conspiring to fix prices of 
products, while union leaders, under our outdated laws, may conspire to fix 
prices of labor, set up picket lines to block those who wish to work or do 
business, and do what would be termed physical violence, or assault, if not 
instigated by labor unions. Mob pressure seems to have acquired respectability 
in the eyes of some people recently. 


Commission Jurisdiction 


Commissions uniformly disclaim jurisdiction over purely labor disputes 
and employee-management relations. The Illinois commission, in an investiga- 
tion of matters relating to train crews, said that it lacked jurisdiction, not 
only because the state law fails to confer such jurisdiction, but that in the 
area of railroad labor it would appear that Congress had pre-empted the field 
by the passage of the Railway Labor Act (39 PUR3d 206). 

Some by-products of labor disputes, however, occasionally present ques- 
tions for regulatory decision. Within this area there are questions relating 
to the duty to serve, the continuance of operating authority, authorization 
of a substitute service when existing service is blocked by strikers, and sus- 
pension of operators’ licenses by the Federal Communications Commission. 


Duty to Serve tn Strike Area 


The duty to serve in the face of picketing and violence is discussed in 58 
Pustic UrtiLities FortNIGHTLY 793 (November 8, 1956). Reference is 
made to decisions on the duty to provide electric and gas service in New 
York (62 PUR NS 1, 245, 248), electric service in Illinois (63 PUR NS 
129, 136), gas service in Illinois (62 PUR NS 181), and transportation 
service (27 PUR NS 14; 31 PUR NS 186; 1 PUR3d 150; 15 PUR3d 99). 
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Recent decisions by the Georgia courts and a federal court involve this ques- 
tion. 

The Georgia supreme court held that a lower court should have granted 
an injunction against common carriers refusing to furnish service to a shipper 
being picketed by a labor union, although there was conflicting evidence as to 
a conspiracy of members of the union and the carriers or of coercion by union 
members to interfere with service, as a consequence of which it was held that 
the court did not abuse its discretion in denying an injunction as to members 
of the union. The supreme court ruled that there was error in denying injunc- 
tive relief enjoining the carriers from refusing to furnish services required 
by law of a common carrier and from operating on highways of the state 
until such time as they should have restored all services to Beck & Gregg 
Hardware Company normally and customarily furnished by common carriers. 
The court said that while the Interstate Commerce Act gives shippers new 
rights, existing rights under state law are preserved, and the jurisdiction of 
state courts is not superseded in cases in which the decision does not invoke 
the determination of matters calling for the exercise of administrative power 
and discretion of the Interstate Commerce Commission, or relate to subjects 
over which exclusive jurisdiction is given to federal courts (5 PUR3d 272). 

A freight forwarder and motor common carriers, according to a federal 
court decision, are not relieved from liability to public warehouses for failure 
to make deliveries because of union member custom to refuse to cross a picket 


line, or because of “Protection of Rights” clauses in contracts with the union. 
Nor are they relieved from liability because it was not their conduct but that 
of their union employees, or because it was probable that they faced a strike 
of their own if they employed nonunion employees to cross the picket line 
(165 F Supp 67). 


Question of Service Abandonment 


The legal term “act of God” has been applied to inevitable circumstances 
causing an accident or preventing the performance of a duty. An act of a 
labor union would seem to be distinguishable, although we find the words 
“acts of God and labor disputes” in a California decision on unauthorized 
discontinuance of service (38 PUR3d 500). 

The commission dismissed a complaint that a motor carrier failed to trans- 
port shipments delivered to a depot where a union had placed a picket line 
around the carrier’s terminal. The Furniture Manufacturers Association of 
California contended that discontinuance of service without prior permission 
of the commission constituted abandonment of operating rights and that the 
operating rights must be revoked. The carrier contended that he had not 
abandoned operating rights and that discontinuance of service was involun- 
tary. The commission said operations had been suspended because of a labor 
dispute, and the suspension was not voluntary. Since strikes and lockouts are 
“lawful provided they are pursued within legal limits,” a suspension because 
of a legitimate labor dispute is not the kind of voluntary unauthorized sus- 
pension for which operating rights may be revoked. 
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Grant of Competitive Operating Rights 


A federal court recently upheld an order of the Interstate Commerce Com- 
mission granting competitive motor carrier authority over the objection of 
common carriers and a labor union. The court ruled that the commission was 
justified in granting a limited certificate of convenience and necessity where 
existing carriers, because of union pressure, failed to render adequate service. 
Pressure brought to bear upon interstate carriers by a union to force them 
to accept a union shop contract, which pressure resulted in their neglecting 
to provide adequate service, did not constitute such a labor dispute as would 
preclude the commission from granting competitive authority to insure ade- 
quate service to the public. The court decided that where existing motor 
freight carriers had subordinated their statutory service obligations to “hot 
cargo” contract clauses with a union, the commission was not required to 
give controlling weight to a belated cessation of such conduct. “Hot cargo” 
contract clauses with a union, according to the court, do not excuse motor 
carriers for refusing to pick up and deliver shipments tendered to them by 
shippers which are experiencing labor troubles and whose plants are picketed 
(40 PUR3d 12). 

The Nevada commission, however, denied an application by a cab company 
for temporary operating authority during the pendency of a labor dispute 
with an authorized taxicab company. An alleged emergency, said the com- 
mission, did not in fact exist since the public was receiving adequate trans- 


portation during the labor dispute. If a third party were given operating 
authority, this would prove detrimental to the parties involved in a labor 
dispute, and the commission said it had not been given such a power by the 
legislature. If temporary authority were granted, the union would lose its 
power to bargain and the carriers would lose their businesses. The concept of 
free collective bargaining would be destroyed (40 PUR3d 103). 


Suspension of Operators’ Licenses 


A federal court upheld the suspension of radiotelephone operators’ licenses 
by the Federal Communications Commission where the operators, in the 
employ of a licensed television station, went on strike and disabled the 
transmitting equipment of the station, although thev did not physically 
destroy, break, or permanently harm any equipment. The court said that the 
existence of a labor dispute, or even justification for a strike, furnishes no 
justification for radiotelephone operators to damage their employer’s trans- 
mitter equipment. The commission had found that the operators, immedi- 
ately prior to walking off their jobs, manipulated and dislocated various 
controls and connections and accessories at the transmitter so that it could not 
have been started as scheduled, or until the maladjustments were searched 
out and corrected (24 PUR3d 398). 
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Review of Current Cases 


Commission Rules on Acquisition Adjustment, Extraordinary 
Property Losses, and Conversion Costs 


HE Florida commission, in a com- 

bined docket proceeding involving 
rates of the Jacksonville Gas Corporation 
and the four divisions of the Florida Gas 
Utilities Company, fixed the rates to be 
charged gas customers and also resolved 
questions relating to acquisition adjust- 
ment, extraordinary property losses, and 
conversion costs. 


Acquisition Adjustment 


The question arose as to how plant ac- 
quisition adjustments should be treated in 
the rate base. The usual practice, pointed 
out the commission, is to include an 
amount representing the plant acquisition 
adjustments, less reserve for amortization 
of such adjustments, if the records support 
the conclusion that the transaction was the 
result of arm’s-length bargaining and con- 
stituted a prudent investment. The amount 
included is then amortized over a period 
of years as operating revenue deductions. 

The purchaser of utility plant could 
have either a debit or a credit acquisition 
adjustment, depending upon the assign- 
ment of the overall purchase price to the 
various functional categories. In this case, 
each of the companies had a debit acquisi- 
tion adjustment. This meant that, with 
reference to the various classes of plant 
purchased and then in service, the utility’s 
cost was greater than the seller’s depre- 
ciated cost. 

Applicable statutes, said the commis- 
sion, prescribe the prudent investment rate 
base. The commission held that where a 
utility has shown a debit acquisition ad- 
justment, the unamortized balance there- 
of should be allowed in the rate base. Also, 
the utility should be permitted to amor- 
tize the adjustment over a period of years. 
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Extraordinary Property Losses 


It was contended by the utilities that 
they should be allowed to include the un- 
amortized balances of extraordinary prop- 
erty losses in the rate base and charge the 
annual amortization over a period of years 
as expense. The commission disagreed 
with the rate base inclusion. The item 
represented property that had been retired 
and was no longer used and useful in 
serving the public. 

The commission did recognize, how- 
ever, that the losses stemmed from retired 
property upon conversion from manufac- 
tured gas to natural gas. On that basis, 
it concluded that the amount of such 
losses should be recovered by annual 
amortization over a ten-year period, the 
amounts being charged to operating ex- 
pense. 


Conversion Costs 


Costs had been incurred in converting 
customer appliances to use natural gas 
rather than manufactured gas. Such costs 
were held to be operating expenses. Be- 
cause of the large amounts involved, the 
income picture would be distorted if 
charged off in one period, and for that 
reason amortization of the amount over 
a period of ten years was ordered. 

The company claimed that it should 
also be permitted to include the unamor- 
tized balances in the rate base. The com- 
mission again disagreed, pointing out that 
the item was expense and did not repre- 
sent any tangible property or capital in- 
vestment. 

The company had done special financ- 
ing for the purpose of defraying the cost 
of the conversions and was therefore al- 
lowed to charge interest at the rate of 











44 per cent per annum on the unamor- 
tized balance, and to amortize the interest 
along with the other conversion costs. 


Tariff Provisions 


The commission upheld a minimum 
monthly charge of $1.50 for the first 
three therms. 

A turn-on charge of $2.50 was ap- 
proved, but no charge was to be made 
for turn-offs or disconnects. 

There should be a service charge of 
$2.50 per call for emergency or repair 
service on the customer’s side of the 
meter, the commission held. Free service 
in this sphere was discriminatory. It in- 
vited frequent calls when there was little 
or no excuse for the call. Actually, said 
the commission, such service is never free, 
even though no charge is made, for the 
simple reason that the cost of such free 
service is charged to operating expense 
and ultimately becomes a part of the rate 
the customer pays for gas. 


Regulatory Climate 


An interesting point had been raised by 
the companies when they asked the com- 
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mission to approve a permissible return of 
7 per cent for each operation, while, at 
the same time, insisting that the various 
rates for the different divisions would de- 
velop nothing like a fair return. The com- 
panies asked the commission to fix the 7 
per cent return to demonstrate to the in- 
vesting public that Florida’s regulatory 
climate was good, that Florida was a safe 
place to invest money. 

The commission refused to believe that 
its reputation for fair and realistic regula- 
tion was such an ephemeral thing that it 
could gain substance from the fixing of 
an artificial rate of return. It would be 
a disservice to the utility and to the in- 
vesting public, said the commission, to 
enter into an academic discussion of what 
is or is not a fair and reasonable return 
for a natural gas distribution company. 
A fair and reasonable return had not been 
proposed, as an actuality, and, therefore, 
the question was not an issue in the pro- 
ceedings. When the time comes to fix a 
fair rate of return, the commission will 
do so. Re Jacksonville Gas Corp. et al. 
Docket Nos. 6072-GU et al. Order No. 
3227, September 12, 1961. 


Deferred Tax Reserve and Rate Uniformity 
Ruled Upon in Gas Rate Case 


wu the Michigan Gas Utilities 
Company claimed a rate of return 
of 7.64 per cent, as against the commis- 
sion staff’s suggested return of 6.56 per 
cent, the Michigan commission deter- 
mined that 6.85 per cent on a net invest- 
ment rate base would be adequate. In sup- 
port of its overall return claim, the com- 
pany contended for a return of 134 per 
cent on common stock equity. The com- 
mission staff, on the other hand, con- 
tended that a return of 11 per cent on 
common equity would be sufficient. The 
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commission did not rule expressly on the 
equity return question. It did rule, how- 
ever, that the company’s reserve for de- 
ferred taxes resulting from accelerated 
depreciation should be considered as a 
capital component. The reserve represents 
funds available internally which make it 
unnecessary to raise similar amounts of 
capital from external sources, it was 
pointed out. 


Nonuniform Rates 
This rate proceeding related to the 
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southern and western divisions of the 
company. They are not physically inte- 
grated and are not supplied by the same 
pipeline. Nor are they equally profitable. 
Nevertheless, the company urged that uni- 
form rates be authorized for the two divi- 
sions. The commission found no reason in 
this case to depart from its historical po- 
sition that physical integration must be 
the basis for uniform rates over given 
service areas. Furthermore, it appeared 
that uniform rates in both divisions would 
result in the subsidy of one division by 
the customers of the other. Rates fixed 
separately would eliminate any such sub- 
sidy. 
Rate Base Items 


The proper rate base to be used in test- 
ing the adequacy of rates, the commis- 
sion declared, is the amount invested in 
plant used and useful in providing utility 
service. The correct measure of such in- 
vestment is the depreciated original cost 
of plant. On this basis a rate base was 
established for each division. The com- 
mission observed that the principal defi- 
ciency of current cost and trended cost 
presentations is that they involve in sub- 
stantial measure matters of judgment 
which are subject to varying interpreta- 
tions by different persons. Investment in 
plant, or depreciated original cost of plant, 
it was noted, is not subject to this defi- 
ciency. Rather, it represents definitely the 
actual amount of money invested and is 
readily determinable from audited ac- 
counting records of the company. 

Minimum bank balances were disal- 
lowed as a part of the cash working capi- 
tal requirement. The commission thought 
an allowance of forty-five days’ operating 
expenses, plus a portion of purchased gas 
expense, would provide ample working 
capital to meet current bills. 

The company’s investment in water 
heater rental operations was excluded 
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from the rate base. Associated revenues 
and expenses were similarly excluded 
from consideration. The commission 
found unconvincing a company conten- 
tion that the rental operations should be 
considered as a gas sales promotion. In 
any event, the rental operations had been 
discontinued, at the time of this decision, 
in favor of a time-payment plan for the 
sale of water heaters. 


Operating Cost Items 


Operating data for 1960 were adjusted 
for known changes as a basis for annual- 
izing revenues and expenses so as to re- 
flect the going level of investment, ex- 
penses, and revenues as of the end of the 
year. Adjustment was also made to re 
flect the average temperature for a period 
of ten years. 

The cost of maintaining an office in 
New York for the company president was 
excluded from operating expenses, as were 
telephone calls and travel expenses be- 
tween the company’s operating headquar- 
ters in Michigan and the New York of- 
fice. The commission seemed unimpressed 
with the contention of the company that 
contact with New York financial institu- 
tions is more readily accomplished by 
maintaining a New York office and that 
the customers derive a corresponding ad- 
vantage. Since the conclusion of the hear- 
ing in this case, the president’s office was 
moved to the operating headquarters. 

It appeared that the company had made 
sales to municipalities at rates lower than 
the standard filed rates. These sales, not 
subject to the commission’s jurisdiction, 
were adjusted to the level of the com- 
pany’s standard interruptible rate, for the 
purposes of this rate proceeding. Ratepay- 
ers should not be required to subsidize 
such municipal sales, the commission de- 
clared. Re Michigan Gas Utilities Co. 
Case No. U-512, September 21, 1961. 














HE Montana commission granted a 
small gas company a rate increase 
this year to cover the cost of purchased 
gas in 1963. Under a gas-purchase con- 
tract with the supplier, the cost to the 
company will increase from $65,000 in 
1960, to $108,000 in 1962, and $128,000 
in 1963. The new rates, covering the 1963 
cost of gas, will produce a surplus of $21,- 
000 for 1962. 
The commission indicated, however, 
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Rate Increase Allows for Plant Improvements 


e 


that it did not hesitate to approve this 
temporary surplus, knowing that it will be 
used for needed plant improvements, re- 
pairs, and replacements. It was noted that 
the applicant is an association which may 
return any cash surplus to the users in the 
form of capital credits, which in turn may 
be retired in the form of cash or used to 
improve the existing system. Re Shelby 
Gas Asso. Docket No. 5011, Order No. 
2877, August 29, 1961. 


Temporary Rates Established under Bond 


# g-cremen an appeal by the state, the 
New Hampshire supreme court up- 
held a commission order which allowed 
a telephone company to establish as tem- 
porary rates the current rates being 
charged, provided the company would file 
a bond for refund of any excess of such 
temporary rates over final rates to be 
fixed later. 

The commission’s action was not an 
abuse of discretion. 

The court thought evidence upon which 
the commission provided for a reduction 
of rates below the current level in the 
event the company should not choose to 
file a bond warranted a finding that per- 
manent rates might well prove lower than 
current rates. It appeared, therefore, that 
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a statute providing for the filing of a 
bond in connection with temporary rates 
was applicable, since the statute’s purpose 
was to guarantee a return to the ratepayer 
of the difference in rates where the final 
rate proves to be lower than the tempo- 
rary rate. 

The rate-making power of the com- 
mission is to be distinguished from auxil- 
iary powers which are more strictly 
limited, said the court. While the com- 
mission’s authority does not extend be- 
yond expressed enactments or their fairly 
implied inferences, its authority to regu- 
late rates is plenary save in a few specifi- 
cally excepted instances. New Hampshire 
v New England Teleph. & Teleg. Co. 
173 A2d 728. 


Discontinuance of Profitable Agency Station to Save 
System-wide Expenses Disapproved 


HE Utah commission has denied the 

Union Pacific’s application for au- 
thority to discontinue an agency station 
at Lehi. The case posed the question 
whether a railroad should be permitted to 
discontinue a manifestly profitable opera- 
tion in order to save expenses beneficial 
to its overall system operation. 


Such a basis, thought th: commission, 
evidences unusual efficiency. Utilities, 
though, seek to extend service to any com- 
munity where a profit can be realized. To 
propose to render an inferior service to 
a community which has been producing 
profitable returns to the utility on no other 
theory than to save expense in its system 
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operation could not be said to be in the 
interest of the public. 

The applicant was commended for its 
efforts to weed out operations which were 
unprofitable or wasteful or in the estab- 
lishment of a service which was an im- 
provement over the existing one, such as 
the use of a motor truck for LCL ship- 
ments, rather than to wastefully employ 
half-filled freight cars in service from 
town to town. The service proposed, 
though, could not be said to be an im- 


provement so far as the public, the peo- 
ple of Lehi, were concerned. While de- 
cision of cases of this character should 
not be controlled by sentiment, said the 
commission, it could not entirely disregard 
the feelings of the people of the commu- 
nity who had produced the substantial 
profits. 

The effect of the discontinuance 
would be an inferior type of service to 
such people. Re Union P. R. Co. Case No. 
5004, August 8, 1961. 


Commodity Purchase Contract Sustained and 
Rate Reduction Order Reversed 


7 coe Kentucky court of appeals ruled 
that the commission was without 


power to reduce the contract price for 
water paid by Kentucky Water Service 
Company to a supplier, Fern Lake Com- 
pany. A lower court decision which had 
affirmed the commission order and fur- 
ther reduced the purchase price was re- 
versed by the appeals court. 

The matter arose upon application by 
Water Service for an increase in rates. 
The city of Middlesboro, the municipal- 
ity it serves, protested the increase and 
brought in Fern Lake as a party. While 
the commission denied a proposed in- 
crease of $13,000, it indirectly allowed 
the company an increase of $4,700 a year 
by way of permitting the company to 
retain the benefit of a reduction of $4,700 
which the commission ordered in the con- 
tract supply rate with Fern Lake. A fur- 
ther reduction of $9,000 in the supply 
cost ordered by the trial court was di- 
rected by that tribunal to be passed along 
to consumers. 

The water purchase contract was a part 
of the consideration given by Water Serv- 
ice to Fern Lake’s assignor in a property 
sale agreement and was approved long 
ago by the commission. Though the agree- 
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ment has been completely executed, the 
commission here sought to rescind its 
prior approval of the water purchase con- 
tract and order a reduction in the supply 
price. This it may not do, said the court, 
where, as in this case, the public interest 
can be adequately protected by proper 
regulation of the distributing company’s 
rates. Such a valid, executed contract may 
be impaired by the state only if in the 
legitimate exercise of the police power it 
is essential to do so in order to protect 
the public health, safety, or welfare. 


Rate Base Write-down Disapproved 


Another question raised on appeal per- 
tained to the commission’s original cost 
determination. On the basis of a joint 
commission and company staff study, the 
commission in 1958 fixed the original cost 
of Water Service’s properties at $553,877. 
The valuation was established under free 
market conditions on properties which are 
still in use as public service facilities, 
which have to be maintained as a part of 
the utility operation, and which must be 
replaced when they wear out or become 
obsolete. By the commission’s order $149,- 
717 of original cost, still in the system 
and still used in the public service, was 
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taken away from the company for rate- 
making purposes. The commission had de- 
cided on the rate base reduction because 
the predecessor of Water Service had 
recorded a similarly reduced figure in its 
books as the cost to the company of the 
water system. 

The reason for the write-down was not 
satisfactorily shown. The court noted that 
the reduced amount had no relation to the 
original cost of the property. What a pub- 
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lic utility artificially enters on its books 
as “cost to company,” said the court, is 
plainly not, as a matter of law, a proper 
basis for rate making. The court thought 
the commission’s error analogous in prin- 
ciple to the error of eliminating property 
from original cost on the ground that 
such property represents a PWA grant 
(24 PUR3d 290). Fern Lake Co. et al. v 
Kentucky Pub. Service Commission et al. 
June 23, 1961. 


Low Pay-out Ratio Allows for Risk 


T° determining the cost of equity capital 
to a small gas company serving one 
community only, the Montana commission 
allowed a pay-out ratio of 65 per cent— 
a somewhat lower ratio than would nor- 
mally be allowed for larger utilities. The 
commission recognized “the greater risk 
inherent in this type of investment.” It 
took into account an equity ratio of 36 
per cent and found an earnings require- 
ment of 9 per cent for equity capital. 
Using this figure and a debt cost of 44 
per cent, the commission arrived at an 
allowable rate of return of 6.15 per cent. 
Rates were ordered to be filed accord- 
ingly. 

Evidence was offered to show an 
original cost depreciated valuation of 
$302,000, trended original cost depreci- 


ated of $335,000, and reproduction cost 
new depreciated of $589,000. The com- 
mission disagreed with the method used 
in determining depreciation for the re- 
production cost new valuation. If methods 
other than observed depreciation are used, 
they must be used over the length of time 
the plant has been devoted to public serv- 
ice, it was pointed out. This is also true 
of the original cost depreciation if it is to 
be used in conjunction with reproduction 
cost new valuations. 

The commission arrived at a rate base 
of $467,000, including an allowance for 
working capital and materials and sup- 
plies. Tax accruals were considered in de- 
termining the working capital allowance. 
Re Cut Bank Gas Co. Docket No. 5010, 
Order No. 2880, September 25, 1961. 


Accounting Order Upheld 


I a per curiam decision, a federal ap- 
peals court upheld a District of 
Columbia commission order (30 PUR3d 
405) prescribing the accounting disposi- 
tion which D. C. Transit System, Inc., 
must make with respect to the proceeds 
from the sale of utility properties. The 
commission has broad discretion in regu- 
lating the accounting procedure of utility 
companies. 


The court’s function in reviewing com- 
mission orders, it was noted, is limited to 
questions of law, including constitutional 
question. 

Where the commission’s findings 
of fact are not unreasonable, arbitrary, 
or capricious, as in this case, they 
are conclusive. D. C. Transit System, Inc. 
v District of Columbia Pub. Utilities 
Commission, 292 F2d 734. 
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Ratable Purchases from Natural Gas Wells Upheld 


HE Kansas supreme court held that 
a state commission order requiring 
a purchaser of natural gas to take ratably 
from all wells to which he is connected 
neither affected interstate commerce nor 
invaded the jurisdiction of the Federal 
Power Commission. The court denied a 
petition by Northern Natural Gas Com- 
pany, the purchaser, for rehearing and 
affirmed a lower court judgment uphold- 
ing the administrative order. 
This case, said the supreme court, in 
no way involves the price of gas, as did a 


number of cases cited by Northern. Nor 
did the ratable taking order seek to regu- 
late the total amount of gas which North- 
ern may take. Northern agreed that the 
state may control the ratable production 
of natural gas, but this cannot be accom- 
plished unless the taker will take gas 
ratably. The only matter here involved 
was whether the purchaser must take 
ratably and thereby preserve the rights 
of the landowners. Northern Nat. Gas 
Co. v Kansas State Corp. Commission, 
364 P2d 668. 


License to Handle Radioactive Waste Upheld 


| teemon appeals court held that 
radioactive waste material is a by- 
product, within the meaning of the 
Atomic Energy Act of 1954 authorizing 
the Atomic Energy Commission to issue 
licenses to handle by-products. To ex- 
clude waste material from the by-product 
classification, as urged by the appellant, 
Harris county, Texas, would be to take 
too narrow a view of the term, said the 
court. 

In answer to a contention that the place 
selected for the handling of the waste 
material was not an appropriate one, the 
court made it clear that the statute leaves 
the determination of this matter to the 
commission. Unless the record is com- 
pletely bare of supporting evidence, which 


was not the case here, the grant of the 
license must be sustained. The commis- 
sion disagreed with a contention that the 
appeal should be dismissed as moot on the 
ground that the licensee had moved its 
location from the place designated in the 
commission’s order and thereby rendered 
the order ineffective. 

The court indicated that if and when 
the licensee decides to accept the license 
at the place named, the order will be af- 
firmed. In the alternative, if the licensee 
determines to seek a location elsewhere, 
the appellant may, when the commission 
has acted on the new application, bring 
an appeal from the order then entered. 
Harris County, Texas v United States et 
al, 292 F2d 370. 


Temporary Certificates Require Notice and Hearing 


N its Statement of General Policy No. 

62-1, the Federal Power Commission 
declared a new policy with respect to the 
proviso of § 7(c) of the Natural Gas Act 
authorizing the issuance of temporary cer- 
tificates without notice or hearing. It was 
noted that this proviso has been “rather 
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broadly” interpreted on occasion in the 
past. In the future, however, hearing and 
notice will be required unless an emer- 
gency exists and the proposed enlarge- 
ment or extension of facilities is com- 
paratively minor. The vital distinction, 
from a procedural standpoint, between 
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the provision relating to the grant of 
permanent authority and that pertaining 
to the issuance of a temporary certificate 
is that the latter may be accorded without 
notice or hearing, it was observed by the 
FPC. 

The commission amended Part 2, Sub- 
chapter A, General Rules, Chapter 1 of 
Title 18 of the Code of Federal Regula- 
tions, by adding a new section, § 2.57. It 
provides, briefly, that the commission will 
exercise its emergency powers under the 


e 


§ 7(c) proviso to issue temporary cer- 
tificates only for comparatively minor en- 
largements or extensions of an existing 
pipeline system. Major construction will 
require notice and hearing. The commis- 
sion urged pipeline companies to submit 
applications early enough to permit com- 
pliance with the requirements for perma- 
nent certificates, so as not to cause undue 
delay in the commencement of construc- 
tion. Statement of General Policy No. 
62-1 (18 CFR 2.57), October 19, 1961. 


Only One Effective Rate 


I denying rehearing of an order which 
refused to permit a natural gas pro- 
ducer to defer collection of a rate increase 
made effective subject to refund pending 
final determination, the Federal Power 
Commission again observed that a pro- 
ducer has no right to charge a rate differ- 
ent from the currently effective rate for 
a particular sale covered by a specific rate 
schedule. 

There may be but one rate or charge 


3 


in effect at one time for a particular sale 
or service. 

Commissioner Kuykendall, dissenting, 
indicated that he would grant rehearing. 
The applicant, he declared, is only at- 
tempting to do what he clearly has a right 
to do under authority of Associated Oil 
& Gas Co. v Federal Power Commission 
(1960) 280 F2d 31, 35 PUR3d 73. Re 
Prentice (Operator) et al. Docket No. G- 
19475, September 18, 1961. 


Remand Proceeding Results in Adjustments in 
Income Tax Allowance and Rate of Return 


| pewnnaeia reversal and remand of an 
original order (36 PUR3d 60) deny- 
ing a rate increase for Southern Union 
Gas Company, the New Mexico commis- 
sion held further hearings and, taking ac- 
count of specific requirements of the re- 
mand order, allowed the company to in- 
crease rates in New Mexico sufficiently to 
afford a rate of reiurn of 6.21 per cent 
on a rate base of $53 million. Gas plant 
leased to others was included as property 
used and useful in providing gas service. 
Rates put into effect in 1959 subject to 
refund must be refunded to the extent that 
they exceed the newly authorized level. 
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Capital Cost and Rate of Return 


In its original order, the commission 
found that the company was earning a 
rate of return of 6.75 per cent. The com- 
pany argued that this rate was therefore 
fixed and should not be disturbed in this 
proceeding. The staff, on the other hand, 
contended that the previously found rate 
was so inextricably bound up with the in- 
come tax treatment that when the review- 
ing court set aside the order on the ground 
that the income tax allowance was im- 
properly determined, it effectively threw 
out the 6.75 per cent rate of return. The 
commission agreed with the staff. 
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In determining capital cost, the com- 
pany’s witness took the various segments 
of the capital structure and added an in- 
crement to each one to reflect the present 
market for each type of security in the 
capital structure. He recommended a re- 
turn of 12.5 per cent on common stock. 
Although his calculations resulted in an 
overall rate of return of 7.96 per cent, he 
recommended only 7.5 per cent. The com- 
pany further reduced this figure to 6.75 
per cent. 

The commission noted that this cur- 
rent cost-of-capital theory seemed to pre- 
suppose, without supporting evidence, that 
the company would be required to refi- 
nance its entire capitalization within a 
comparatively short period in the near 
future. Under this theory, in a period of 
declining interest rates, the commission 
would be required to allow less than actual 
cost of capital, which would be confisca- 
tory. The staff recommended actual cost 
of capital and an allowance of 10.5 per 
cent return on equity capital. 

The commission concluded simply that 
a return of 6.21 per cent would balance 
the interests of the public, the company, 
and the ratepayers. It was noted, paren- 


thetically, that this rate of return on the 
fair value rate base would amount to 7.6 
per cent on depreciated original cost. 


Income Taxes and Working Capital 


The reviewing court held that the com- 
mission had improperly determined in- 
come taxes to be allowed. In compliance 
with the mandate of the court, the com- 
mission here treated the company’s New 
Mexico operations as a separate entity, 
and in doing so greatly increased the in- 
come tax allowance. Income tax deduc- 
tions were allocated on the basis of New 
Mexico property to total company capi- 
talization. 

Since income tax accruals, together 
with customers’ advances in aid of con- 
struction, would provide working cash ap- 
preciably in excess of the company’s claim 
for cash working capital, no further al- 
lowance was made for working capital. 
The ratepayers should not be required 
twice to provide for this requirement. 
However, an allowance of slightly more 
than one million dollars was made for 
materials and supplies. Re Southern 
Union Gas Co. Case No. 541, October 
13, 1961. 


Injunction against Community Antenna Television 
Service Denied 


HE U. S. district court denied injunc- 

tive relief to a television station 
which claimed that a community antenna 
television service had been engaging in un- 
fair competition and had been unjustly en- 
riched thereby. 

The court held, however, that the 
community antenna service could justifi- 
ably receive and transmit television sig- 
nals through coaxial cables to its custom- 
ers by means of a direct attachment to the 
customer’s television set. It could do so 


DECEMBER 7, 1961 


without obtaining permission from the 
television stations involved. 

The antenna service was held to be sim- 
ply a more expensive and elaborate appli- 
cation of the antenna principle needed for 
all television reception and not otherwise 
different from what the owners of the 
sets could do for themselves. Because of 
this, there was no unfair competition or 
unjust enrichment. Intermountain Broad- 
casting & Television Corp. et al. v Idaho 
Microwave, Inc. et al. 196 F Supp 315. 
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Other Recent Rulings 


Invalid Tariff. The U. S. district court 
held that the ICC had justifiably canceled 
a railroad tariff listing a point on another 
railroad’s route, since a railroad, without 
the concurrence of other carriers, is only 
permitted to file rate schedules between 
points on its own route. Chicago & N. W. 
R. Co. v United States et al. 195 F Supp 
708. 


Mileage Rates in Contract. The U. S. 
court of claims held that an airline was 
within its rights in expecting to be paid 
for shipments based on the distances out- 
lined in a contract, commenting that, al- 
though a tariff, the primary measure of 
a rate, may not be altered or changed by 
extraneous incorporations, it may, in the 
absence of law or regulation to the con- 
trary, be completed by references to 
guides or standards which are outside the 
tariff. Slick Airways, Inc. v United 
States, 292 F2d 515. 


Rule Making. The CAB’s action in au- 
thorizing supplemental air carriers serving 
military bases to apply for individual ex- 
emption from restrictions, where such 
carriers had previously enjoyed a blanket 
exemption, was held to be within the rule- 
making powers of the commission, 
eliminating the necessity for a hearing. 
Capitol Airways, Inc. v Civil Aeronautics 
Board, 292 F2d 755. 


Power to Subpoena. The Iowa supreme 
court held that the commission has power 
to investigate operations of carriers and 
authority to issue subpoenas duces tecum 
requiring carriers to produce for inspec- 
tion records and papers covering a rea- 
sonable period. Jowa State Commerce 
Commission v Arrow Express Forward- 
ing Co. 110 NW2d 390. 


Grandfather Rights. The Illinois ap- 
pellate court held that a trucker operating 
under a grandfather certificate, in accord- 
ance with applicable statutes, is author- 
ized to render only the type of service 
he rendered prior to the cutoff date. Farm 
to Market Truckers Asso., Inc. et al. v 
Perrine et al. 176 NE2d 625. 


Predecessor Operations Considered. 
The Maryland court of appeals held that 
the operations of a predecessor in interest 
may be considered those of the applicant 
for the purpose of qualifying under a 
“grandfather clause.” Germenko et al. v 
Maryland Pub. Service Commission et al. 
173 A2d 362. 


Ministerial Error. The Minnesota su- 
preme court held that a mistake or over- 
sight in the performance of a ministerial 
act by a commission employee with rela- 
tion to a motor carrier tariff does not 
have the effect of enlarging that carrier’s 
rights. Murphy Motor Freight Lines, Inc. 
v Witte Transp. Co. 110 NW2d 296. 


Repeal by Implication. The Washington 
supreme court commented that an earlier 
special statute must yield to a later gen- 
eral statute where there is a manifest 
legislative intent that the general statute 
shall have universal application. Herrett 
Trucking Co., Inc. et al. v Washington 
Pub. Service Commission et al. 364 P2d 
505. 


Post Test-year Refunds. The Cali- 
fornia commission held that it is im- 
proper to include in the estimated rate 
base the estimated refunds on advances 
for construction for years subsequent to 
the test year, either in whole or in part, 
particularly if revenues and expenses are 
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not projected beyond such test year. Re 
Southern California Water Co. Decision 
No. 62641, Application No. 42778, 
October 3, 1961. 


Labor Costs Offset. The Massachusetts 
commission granted a motor common 
carrier a rate increase upon a showing 
that additional revenues were necessary 
to offset increased labor costs. Re Massa- 
chusetts Northeastern Transp. Co. DPU 
13677, October 11, 1961. 


Rehearing Not Required. The U. S. 
court of appeals held that it is within the 
discretion of the administrative body to 
decide not to hold additional hearings 
upon immediate refilings of applications 
which had been heard before, dismissed, 
then reviewed and affirmed by the court. 
Great Lakes Airlines, Inc. et al. v Civil 
Aeronautics Board, 293 F2d 153. 


Other Profitable Interests. The Connec- 
ticut commission held that the fact that 
the owner of a bus franchise had profit- 
able nontransportation interests was not 
legal justification to require operation of 
motorbus service at a loss, since to do so 
would violate basic constitutional rights. 
Re Connecticut R. & Lighting Co. Docket 
No. 10032, September 19, 1961. 


Extension of Telephone Service De- 
nied. The Missouri commission refused 
to require a telephone company to extend 
its service area to serve residents merely 
because such residents preferred service 
from that company, where there were 
other companies in a better position to 
serve the area and such companies were 
willing to serve with adequate, modern 
dial service. Odneal et al. v Southwestern 
Bell Teleph. Co. Case No. 14,670, Sep- 
tember 28, 1961. 


Carrier Authority Construed. The 
South Dakota commission held that trans- 
portation authority “to and from” any 
point authorized to be served must be con- 
strued in the conjunctive sense, rather 
than the disjunctive, and cannot be con- 
strued to authorize service from any au- 
thorized point to all points in the state or 
from all points in the state to points on 
the authorized route. Re Pexa, 7862-A, 
October 10, 1961. 


ICC Jurisdiction. The U. S. court of 
appeals held that the question of whether 
a motor freight shipment should have 
been routed over an interstate route or an 
intrastate route by a carrier possessing 
dual authorities, where the interstate rate 
was higher, was an administrative ques- 
tion to be decided by the ICC, not by the 
courts. Hewitt-Robins, Inc. v Eastern 
Freight-Ways, Inc. 293 F2d 205. 


Co-operative Is Contract Carrier. A 
federal district court ruled that a ship- 
pers’ co-operative which leased trucks and 
performed nonprofit interstate transporta- 
tion service for its members was a con- 
tract carrier within the meaning of the 
Interstate Commerce Act requiring such 
a carrier to be certificated. Interstate Com- 
merce Commission v Shippers Co-op, Inc. 
et al. 196 F Supp 8. 


Merger Disapproved. The U. S. district 
court upheld the ICC’s denial of an appli- 
cation for approval of a merger of two 
common carriers where the evidence clear- 
ly showed that the owner of one company 
held stock in the other and that approval 
would have formalized and strengthened 
a relationship partly achieved by unlaw- 
ful conduct. Gilbertville Trucking Co., 
Inc. et al. v United States et al. 196 F2d 
351. 
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ver Makes Long Range 
for Power Supply 


R step in Duke Power 
long-range planning for 
ig abundant supply of elec- 
in the Piedmont Carolinas 
public recently. 
McGuire, president, said 
Marshall, a steam-electric 
station which will open 
two generating units of 350,000 
watt-capacity each, will be built 
a site located on Lake Norman. 
ake Norman, to be filled by 1963, 
1 be the 33,000-acre lake behind 
vans |‘ord Dam now nearing com- 
ion about 16 miles northwest of 
rlotte. 
Plant Marshall will be located in 
awba county on the west side of 
¢ Norman about one mile from 
Highway 150 bridge across the 
awba. Construction is slated to 
rin August 1, 1962 and the first 
is scheduled for operation March 
965. The second unit is expected 
go on the line about a year later. 
ost of the two units is expected 
be $90 million. 
he plant will bear the distin- 
shed name of the late Edward 
rrington Marshall, long-time asso- 
e of james B. Duke and Duke 
wer president from 1949 until his 


th in 1953. 


\larshall will be the third 
scam plant Duke has con- 
n the Catawba River. The 
are Riverbend near Mount 
»| Allen near Belmont. The 
will be tied into Duke’s 
ts and distribution system 
nsion transmission lines of 
nd 230,000 volts. 
icaisly announced by Duke 
one of the South’s major 
-cctric generating plants to 
d on the Savannah River 
son County, S. C. The first 
his plant is scheduled for 
July 1, 1967. 
a 20,000- 


Power serves 
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square-mile area with seven steam 
and 31 hydro-electric plants. Total 
system capacity is 3,602,163 kw. 


Potomac Edison Company 
Orders LL-65 C Distribution 
Transformers from Westinghouse 


A LARGE order for low-loss 
65-degree distribution transformers 
(LL-65) rated 5, 10, 15 and 25 kva 
have been ordered from the Westing- 
house Electric Corporation by the 
Potomac Edison Company, Hagers- 
town, Md. 

These new low-loss 65-degree 
transformers offer reduced operating 
costs brought about by the reduction 
of their copper-to-iron loss ratio from 
3:1 to 2.5:1. This will protect the 
electric utility having a low-load fac- 
tor or low average annual load on 
the transformer. It will reduce the 
limitation on regulation, because the 
reduction in load loss permits a re- 
duction in impedance of about 15 
per cent over existing 55-degree de- 
signs. 

Other features of the LL-65 in- 
clude: reduction in utility investment; 
lower no-load loss; higher signal light 
setting; delayed changeout; and low- 
er load loss at any operating load. 


Strohmeyer Honored 
By A.S.M.E. 


CHARLES Strohmeyer, Jr., senior 
mechanical engineer at Gilbert Asso- 
ciates, Inc. of Reading, Pa. received 
the 1961 Prime Movers Committee 
Award at a recent Power Conference 
of the American Society of Mechan- 
ical Engineers. 

Strohmeyer was honored for his 
development of outstanding new con- 
cepts in the field of electric generat- 
ing plant design presented previously 
to the A.S.M.E. in a paper entitled, 
“Transient Loading Improvements 
for Large Steam Generating Units.” 

These new concepts form the de- 
sign basis for a new 325,000 kw 


“ 
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generating plant of the Kansai Elec- 
tric Power Company, a current Gil- 
bert activity, of which Mr. Stroh- 
meyer is project engineer. The work 
is being performed under contract to 
Westinghouse Electric International, 
prime contractor to the Japanese 
Utility. 

The nature of the Japanese gen- 
erating capability, of which hydro- 
electric plants represent a major seg- 
ment, requires steam electric power 
plants which will operate with high 
efficiency and flexibility. Mr. Stroh- 
meyer’s approach to the problems of 
the transient loading of steam plants 
will provide the Japanese with a large 
plant capable of maintaining high 
efficiency while operating at less than 
full rating. The new design will also 
enable rapid start-up and shut-down 
of the plant providing additional flex- 
ibility in system operations. 


Pennsylvania Pwr. & Lt. Installs 
First IBM Optical Scanner 
THE Pennsylvania Power & Light 
Company recently completed installa- 
tion of the first machine to read con- 
ventional printed or typed informa- 

tion directly into a computer. 

The new machine—an IBM 1418 
optical character reader—will be used 
initially for automatic entry of meter 
reading and customer payment infor- 

(Continued on page 20) 





SENIOR SYSTEMS ANALYST 


Large national consulting organization requires 
a man with wide experience at the decision 
making level in: 

Selecting punch card and computer equipment; 

Estimating installation & operating costs; 

Designing complete record keeping procedures; 

Programming; 

"Laying Out" tab and computer rooms & de- 
partments; 

Installing equipment; 

Converting & directing actual operation of 
punch card and computer installations, pro- 
ducing satisfactory results; 

Other data processing experience desirable; 
Public Utility experience & BBA or BS degree 
with accounting major preferred. Extensive 
travel. 

State salary requirement and availability in 
first letter. 
Box 127, Public Utilities Fortnightly 

332 Pennsylvania Bidg., Washington 4, D.C. 
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WHAT IS A 
TEMPORARY 
ENGINEERING 
SPECIALIST? 


it depends. At Commonwealth, he is one of 190 
registered Professional Engineers on call to help 
clients with special problems. These engineering 
specialists are available to your company whenever 
specialized talent, extra manpower or depth of 
experience is needed. 


Commonwealth 


SERVICES INC. ASSOCIATES INC. 


Management Consultants Professional Engineers 
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mation into a computer for high-speed proces 
Information read by the machine will be pro “esse 
PP&L’s new ultra-modern computer center, w 
consists of a large-scale IBM 7070 system and 
smaller IBM 1401 computers. 

The center will maintain comprehensive records 
perform the billing and accounting function. for 
company’s more than 730,000 customers— 
per cent of the population of Pennsylvania 
electricity for residential, commercial, indu: ‘ial 
other purposes. 


B&W to Recommend Universal Pressure Boi 
For High Pressure Electric Utility App ‘cati 


THE Universal Pressure once-through ty)> p 
system will be recommended for all electr > uti 
boiler applications requiring turbine throttle ress 
of 2000 psi and higher, Babcock & Wilcox Vive Pr 
dent S. T. Mackenzie announced recently. 

Establishment of such a policy is unique in the bi 
industry because it literally endorses a single bc 
design concept for application to electric power pl 
requiring steam pressure above the 2000 psi leve 
the turbine throttle. 

The high temperature, high pressure boile’ sys 
developed by B&W has proved to be the most q 
nomical for these service conditions, Mr. Macker 
claimed. In the past four years, 16 of the new u 
have been installed or ordered for utility planis wif 
represent a total industry investment of almost | 
billion dollars and a generating capacity of o 
6,450,000 kilowatts. 

Operating results obtained with six units currer 
in service have proven four primary advantages of 
Universal Pressure system. These include lower fi 
construction costs, increased plant economy and av 
ability and lower maintenance costs, Mr. Macker 
said. 

Mr. Mackenzie pointed out that B&W will conti 
to offer drum-type boilers for 2000 psi service or ab 
to meet special customer requirements. 


Georgia Power Plans Study of Flint River f 
Hydroelectric Development 


THE Georgia Power Company has applied to { 
Federal Power Commission for a preliminary pert 
to study the feasibility of hydroelectric power devel 
ment of the Flint river, John J. McDonough, compa 
president, announced recently. 

The proposed study will center about the Flint ri 
areas of Crawford, Taylor, Upson, Talbot, Pike, a 
Meriwether counties. The study area compris $a 
mile stretch of river. 

Because of the meager data now available on t 
river, the company will request enough time 
an intensive study of the section. Such w 
include surveys and geological investigations 1s W 
as river flow studies, and the results will di termi 
the actual feasibility of the project. 

Georgia Power Company engineers stated hat 
firm serves its customers efficiently and econmica 
through a co-ordinated steam- electric and_ hy troele 
tric generating sysiem. They estimate that © ppro 
mately 300,000 kilowatts of generating capaci’) y cou 
be installed on the specified reach of the Flivt 
This additional capacity would nearly double ‘ie co 
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1s present hydroelectric produc- 
and ‘he engineers said the new 
Loelect “ic output is needed to bal- 
ethe v ility’s fast-growing steam- 
"ic generation. The company 
; elect ic power generated at its 
ii cipally to meet peak-hour 
if its customers, while its 
mele ric generating stations, not 
ndeni upon water reservoirs, can 
bate a ound the clock. 
{, M:Donough said that many 
the company, realizing the 
ential of the Flint river, 
several sites along the 
h prospects for hydroelec- 
devel pment. Other sites, as well 
the large acreage owned by the 
any, would be studied for feasi- 
evelopment. 
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Boston Edison Retains 
Stone & Webster 


STON Edison Company has re- 
ed Stone & Webster Engineering 
poration as consultants for de- 
and construction of a 340,000- 
watt generating unit at its L street 
tion in South Boston. 


ton Edison, said construction will 
start in 1962. The new unit is sched- 
uled for commercial operation July 
1, 1965. The New England Electric 
System and the New England Gas 
& Electric Association will purchase 
part of the new capacity under com- 
mercial term contracts, Mr. Avila 
said. 

Westinghouse Electric Corporation 
will build the turbine generator. The 
boiler for the new unit will produce 
2,250,000 pounds of steam per hour 
at 2,400 psi, 1,000/1,000 Fahrenheit. 


American Meter Issues Bulletins 
On lroncase and Aluminumcase 
Meters 


FOUR new bulletins on American 
Ironcase and Aluminumcase Meters 
have been published by American 
Meter Company. 

Bulletin 309 describes 5B and 10B 
Ironcase Meters; Bulletin 311 the 
20B, 30B and 60B Ironcase Meters; 
Bulletin 312 the 80B, 250B and 500B 
Ironcase Meters; and Bulletin 320 
the complete American line of Iron- 
case Meters. Bulletins 312 and 320 
also list several models of Aluminum- 


case Meters. All bulletins give com- 
plete specifications including maxi- 
mum working pressures, capacities, 
type and size of connections, shipping 
weights and dimensions. 

Copies of these new bulletins are 
available by writing to Advertising 
Department, American Meter Com- 
pany, 920 Payne avenue, Erie 6, Pa. 


Fly-Ash Collecting Equipment 
Reviewed in New Brochure 


THREE major types of equipment 
for modern high efficiency fly-ash 
collection are reviewed in a new four- 
page illustrated brochure published 
by Research-Cottrell, Inc., manufac- 
turer of industrial gas cleaning equip- 
ment. 

Based on records of more than 
600 fly-ash installations in the U. S. 
and around the world, rated to clean 
more than 139,000,000 cubic feet of 
gas per minute, the informative 
brochure discusses application and © 
performance characteristics of elec- 
trical precipitators, mechanical col- 
lectors, and combination electrical- 
mechanical collectors. Recent installa- 


(Continued on page 22) 
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Bill analyses by the “One-Step” method, provide 


management with an accurate monthly check of 
revenues in relation to use of existing plant 
capacity. The cumulative information in these 
reports supplies the bases for maintenance of rea- 
sonable rates, and a dependable yardstick in plan- 
ning future expansion. 





ECCADING & STATISTICAL CORPORATION 


Pu. ‘lic Utility Data Processing Division 


NEW YORK 13, 
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The cost of the “One-Step” service is lower than 


N.Y. ¢ WOrth 6-2700 


by company compilation; handling procedures 
simple to institute, and do not involve your per- 
sonnel - all work is done in our data processing 
center. We would like to send you full informa- 
tion - without obligation. Write Dept. U-7. 
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WHAT'S IN 
A TITLE! 


Executives of local utilities 
frequently are assigned respon- 
sibility for management in sev- 
eral diverse areas of operations. 
Are you faced with this problem 
of wearing several hats at one 
time? 


Pu ice 
Relations Y 
‘Community 
Relations 


If so, you and your associates 
will be glad to learn that you 
can obtain a basic understand- 
ing of the non-technical aspects 
of utility operations. 


Write today for information 
about the P.U.R. Guide. Join 
over 240 other gas, electric, 
water and telephone utilities 
which have participated in this 
program, created specifically 
for you. 


332 Pennsylvania Bidg. 
Washington 4, D. C. 
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tions in typical large, modern central 
power stations are illustrated and 
described. 

Copies of the brochure, entitled 
“Gas Cleaning Equipment For Fly- 
Ash Applications,” may be obtained 
by writing to Research-Cottrell, Inc., 
Bound Brook, New Jersey. 


G&W Electric Specialty 
Appointment 

THE appointment of C. E. Bitzer 
to the position of vice president, 
Marketing for G&W Electric Spe- 
cialty Company was announced re- 
cently by N. O. Kirkby, vice presi- 
dent and general manager. Mr. Bitzer 
will be responsible for expanding and 
co-ordinating the marketing, sales, 
and advertising functions to meet the 
increasing demands for G&W power 
cable accessory and switchgear pro- 
ducts in the rapidly growing utility 
and industrial markets. 

Mr. Bitzer has wide experience in 
marketing and merchandising elec- 


. trical products, primarily in the util- 


ity field. He comes to G&W from 
Anderson Electric Corporation where 
he rose in four years from distribu- 
tor division sales manager to vice 
president, sales. Previously, he was 
associated with the domestic and in- 
ternational divisions of Westing- 
house Electric Corporation in mer- 
chandising positions. 


Flynn Designs Towers With Help 
Of Computer to Eliminate 
Human Error Element 


MICHAEL FLYNN Manufactur- 
ing Co., Philadelphia, Pa., is now 
designing its aluminum guyed V 
power transmission towers with the 
help of a computer. The company 
believes that it is the first to use a 
computer for this purpose. 

C. C. Armstrong, product man- 
ager of Flynn’s transmission tower 
division, in explaining the use of the 
computer, said, “In any tower design 
there are several thousand possible 
solutions. We let our computer re- 
view each of these solutions to find 
the most efficient and economical de- 
sign.” 


Installation of Transite Conduit 
Described in New J-M Folder 


A NEW Johns-Manville folder, TR- 
311A, contains illustrated step-by-step 
instructions for installing Transite 
Conduit. It also includes information 
on trenching, cutting and joining duct, 
placing, and backfilling conduit with- 
out concrete encasement. For install- 


ing Conduits in concrete, bot 
built- -up or monolithic method, 
the tier-by-tier method are dese, 

Copies of the folder are ayaj 
from Johns-Manville Pipe Diyi 
22 Kast 40th street, New York 
New York. 


Production Is Starte-’ 
Honeywell 400 Cor: vute 


MINNEAPOLIS-Honeyy 
tronic Data Processing di 
nounces that it has start 
production of its Honeywel! 400 
dium-scale computer and i: g 
tially expanding output of i 

well 290 industrial proces 
system. 

Walter W. Finke, preside it 


Honeywell 800, started last yea 
continuing on a volume basis. He 
plained that 18 Honeywell 8 0's, 
a sales value of about $23 
were delivered during the fi 
months of the year. 

The sales value of computer 
tems to be delivered by the divi 
in the last half of the year will t 
approximately $28 million, he 


Installing Two Gas Turbine 
DELAWARE Power & Light C 
pany plans to proceed with the 
stallation of two gas turbine gene 
ing units at an estimated cost 
$2,250,000 it was announced rece 
by A. T. Gardner, president. Ong 
the units, a General Electric 
an electric generating capacity 
11,700 kilowatts, will be insta 
next to the company’s south Mad 
street substation. The other uni 
Pratt-Whitney having an_ eled 
generating capacity of 12,900 
watts, is presently scheduled for 
stallation at the Edge Moor po 
station and will utilize a jet eng 
identical with the jet engines 
modern airplanes. 

Mr. Gardner pointed out that 
use of an aircraft jet engine i 
junction with a gas turbine for § 
ating electric power is an imov. 
and Delaware Power & Lig 
pany is among the first to ut 
reliable engine for this purp: 
units are scheduled to be r 

operation by November 1, 
will be used only for relativ 
periods of peak demands fo 
power. Push-button operate 
motely controlled, these gas 
can be placed in operation 
minutes when unusually |: 
mands for electric power occ. 
units will be fueled by natur:. 
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serves avery special 
3 part of America 
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hoon U.S. POpulation— 
in the Seven States 


‘— Columbia ser 
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ou; hout its service territory—in Ohio, 
@ns) 'vania, West Virginia, Kentucky, 
i@ginii, Maryland and southern New 
itk- natural gas continues to be the 


aeericd fuel for home and industry. 
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THE COLUMB 
SYSTEM, INC. 


COLUMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA HYDROCARBON CORPORATION 
120 EAST 41st STREET, NEW YORK 17, “.¥, 


CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 1700 MacCORKLE 
AVENUE, S.E., CHARLESTON, WEST VIRGINIA. COLUMBUS GROUP: THE 
OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUMBUS 15, OHIO. 
PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT COM- 
PANY, 800 UNION TRUST BLDG., PITTSBURGH 19, PA. 


Presentin g 


CASES AND TEXT 
ON 
Public Utility Regulation 


By 
FRANCIS X. WELCH, B. Litt., LL.B., LL.M. 





CHAPTER HEADINGS 


The Public Utility Status. Price—$ i 7.50 


The Utility's Right to Serve 


The Utility's Duty to Serve — Service 


Discrimi Trelam 
scrimination Published By 


Zell ltia-Waen 4-3 100 te] Maw oLelalololalil-lalemmelale| 


eon’ OF Service: PUBLIC UTILITIES REPORTS, | 


The Requirement of a Reasonable Rate 
The Basis of a Reasonable Rate 33? Pennsylvania Building 


Valuation: Relative Weight of the 
Measures of Value 


Washington 4, D. C. 


Valuation: Property Used and Useful — 
IKelatel] oli Molaro mm Lalcelaeliol(-15 





OY-yola-Talelilelammelaye Mm ©) ol-1ge) tale Me =t-4 01-1 -5; 
The Return Aowance 


This volume has already heen acelai 
as an invaluable ready reference for 


, Powers, and Duties 
e Commissions 


gs, Evidence, and Procedure e one 
Regulatory Proceedings utility managers 


Financial Regulation — Holding practicing attorneys 


Companies. 


Government Ownership —— Taxation — be 
engineers 


Cooperatives — Atomic Energy. 


financial experts 
© accountants 


regulatory staff consulte ts 


Narrative text interprets ar eva 
ates key cases, setting them in thé 
proper, historical perspectie © 


present-day significance. 








PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate ex- 
perts, consultants, and others equipped to serve utilities in all 
matters relating to rate questions, appraisals, valuations, special 
reports, investigations, financing, design, and construction. 








AMERICAN 
SUPPORTABLE EVIDENCE 1N=5-1-9NIN 
For whatever purpose, American Appraisal provides Cc O M PA A N Y 
authoritative valuations and experienced interpretation SINCE 


that is generally acceptable throughout the world. Home Office: 525 E. MICHIGAN ST. 
MILWAUKEE 1, WISCONSIN 








=] od ag 1 Bote] ie}. 7- vale], 


Engineers and Builders tor Industry 
ENGINEERING - CONSTRUCTION - MANAGEMENT 
Studies » Reports « Design » Procurement 
SAN FRANCISCO + Los Angeles - New York + Houston 





BLACK & VEATCH 
CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 





n acclai 
ce for 








BONI, WATKINS, JASON & CO., INC. 


Economic & Management Consultants 
A Division of H. Zinder & Associates, Inc. 
80 Pine Street 724 Ninth Street, N.W. 
New York 5, N. Y. Washington 1, D. C. 
Rate Cases Management and Market Studies Rate of Return Analysis 
Cost of Service Determination Economic and Financial Reports 

















BURNS and ROE, Inc. 

tats ENGINEERS ¢ CONSULTANTS e CONSTRUCTORS 
Engineering and Design @ Research and Development @ Construction ® 
Electric, Steam and Hydro Plants @ Aeronautical and Missile 
i] Facilities @ Surveys @ Nuclear, Chemical and Industrial Plants @ 
id eva ano ROE / Transmission @ Distribution @ Reports 

160 WEST BROADWAY, NEW YORK "13, NEW YORK 
Washington, D. C. ® Hempstead, beh. ’ Santa Monica, Calif. 











n in thé 
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(continued) 





SERVICES INC, Management and Business Consultants 
300 Park Ave., New York 22, N. Y.. MUrray Hill 8-1800 


Commonwealth iia, ee 2, a es 3 
1612 K St, N.W., Washington 6, D. C., STerling 3-3363 


ASSOCIATES INC. Consulting and Design Engineers 
Commonwealth Building, Jackson, Mich., STace 4-6111 








DAMES & MOORE 


Consultants in Applied Earth Sciences 


Subsurface investigations for foundations, groundwater, and subsurface structures. Air photo 
geological, and geophysical investigations for pipeline and transmission line routes. Geological- 
geophysical-soil mechanics investigations for recovery and use of marginal land, and for dam 
design and construction. 
ATLANTA CHICAGO HONOLULU HOUSTON LOS ANGELES 
NEW YORK PORTLAND SALT LAKE CITY SAN FRANCISCO SEATTLE 








Day & ZIMMERMANN. INC. 


ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 











LP-gas 
peak shaving 


EMPIRE GAS and stand-by 
plants for 
ENGINEERING CO. —_—- 
P.O. Box 1738. . — 
Atlanta 1. Georgia ion 





FF Ford, Bacon & Davis 


BaD 
BS VALUATION En inicers CONSTRUCTION 
REPORTS Gg : RATE CASES 


NEW YORK @ MONROE, LA. © CHICAGO @ SAN FRANCISCO 








FOSTER ASSOCIATES, INC. 


Rate Cases @ Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 
Natural Gas Field Price Problems @ Economie and Financial Reports 


1523 L STREET, N.W. 326 MAYO BUILDING 403 EMPIRE BUILDING 
WASHINGTON 5, D. C. TULSA 3. OKLAHOMA CALGARY, ALBERTA 








Francisco & Jacosus 


ENGINEER & ARCHITECT 


Specializing in the location and design of 
Customers Service Centers and Operating Headquarters 


New Yorx WESTBURY CLEVELAND 
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GIBBS & HILL, inc. 


Consulting Engineers 


DESIGNERS ¢ CONSTRUCTORS 
PENNSYLVANIA STATION NEW YORK 1,N. Y. 














GILBERT ASSOCIATES, INC. 


ENGINEERS and CONSULTANTS 


525 LANCASTER AVE. 
FOUNDED 1906 READING, PA. 


WASHINGTON ¢ NEW YORK 








W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—fFare Analyses 


55 Liberty Street New York 5, N. ¥. 








HARZA ENGINEERING COMPANY 


Consulting Engineers 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATION — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 








JENSEN, BOWEN & FARRELL 


ENGINEERS 
APPRAISALS — DEPRECIATION STUDIES — PROPERTY RECORDS 
COST TRENDS — SPECIAL STUDIES — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 


Michigan Theatre Building Ann Arbor, Michigan ——— 665-8833 











She huljian loypoulion 


ENGINEERS ¢ CONSTRUCTORS 
POWER PLANT SPECIALISTS 


DESIGN e« CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 





N. A. LOUGEE & COMPANY 


Engineers and Consultants 


RATE CASES—APPRAISALS—DEPRECIATION STUDIES 
BUSINESS AND FEASIBILITY STUDIES—REPORTS 


120 Broadway New York 
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CHAS.T. MAIN, Inc. 


BOSTON, MASSACHUSETTS 
CHARLOTTE, NO. CAROLIN 





ERMA 


& POWER TRANS 





SPECIALISTS IN 
ACCOUNTING, FINANCING, 
RATES AND DEPRECIATION 


CHICAGO 4 


PUBLIC UTILITY 
CONSULTING & 
DESIGN ENGINEERS 


231 SOUTH LA SALLE ST. 

















Special Operating Studies 


Pianniog and Dee | p | \ \ | \ tt INC. 


Reports for Financing : 
engineers with a business viewpoint 


Bt 







Economic Studies 
1025 Connecticut Ave., N.W., Washington 6, D.C. 


Regulatory Representation 
; : 67 Broadway, New York 6, N_Y. 


Seer 





SANDERSON & PORTER ENGINEERS 
DESIGN ¢ CONSTRUCTION 


NEW YORK NEW YORK 











HWE eee 
SARGENT & LUNDY 


ENGINEERS 
Consultants to the Power Industry 
@ STUDIES @ DESIGN @ SUPERVISION 


140 South Dearborn Street, Chicago 3, Ill. 
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STANDARD RESEARCH CONSULTANTS, INC. 


Rate of Return © Valuations © Capital Costs 
Customer Surveys © Depreciation Studies 
Regional Economic Studies © Property Records 


345 Hudson St. Watkins 4-6400 New York 14, N. Y. 














STONE & WEBSTER 
TANICRINE 41-4241) LCM ozo) -1 Tol -e Gale 


DESIGN + CONSTRUCTION + APPRAISALS « EXAMINATIONS 
REPORTS »« CONSULTING ENGINEERING 


NEW YORK, 90 Broad Street BOSTON, 49 Federal Street 
[©] a} lor-}-40 fe mw Lolel-} cola MmEsy- 1am af e-lalel-lore mm Mos Val-4-11-s-Manel-t-1 00 (- Mae he) delance mm Or-11-4-18 7 
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UNITED ENGINEERS 


& Constructors Inc. e U.E.&C. (Canada) Ltd. 
New York e Philadelphia e Chicago 


Designers, construction engineers, and engineering consultants 








.) & 
Whitman, Requardt and Associates 
Publishers of the HANDY-WHITMAN INDEX 

DESIGN—SUPERVISION OF PUBLIC UTILITY CONSTRUCTION COSTS, 
now in its 35th year and a companion publication the 

REPORTS—VALUATIONS HANDY-WHITMAN INDEX OF WATER UTILITY 

CONSTRUCTION COSTS 

1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 








Jackson & Moreland, Inc. 


BURNS & McDONNELL Jackson p Blanca faternational, Inc. 


° ° lt ELECTRICAL—MECHANICAL—STRUCTURAL 
Eng — Architects-Co ts DESIGN AND SUPERVISION OF CONSTRUCTION 


4600 E. 63rd St. Trafficway UTILITY, INDUSTRIAL AND ATOMIC PROJECTS 
SURVEYS—APPRAISALS—REPORTS 


Kansas City 41, Missouri TECHNICAL PUBLICATIONS 
BOSTON — WASHINGTON — NEW YORK 














EARL L. CARTER MINER AND MINER 


Consulting Engineer CONSULTING ENGINEERS 
REGISTERED IN INDIANA, NEW YORK, OHIO, INCORPORATED 
pee ene ee VIRGINIA, ai GREELEY, COLORADO 
ublic Utility Valuations, Reports 
Original Cost Studses Tt ee 
ucson, Arizona Phoenix, Arizona 


910 Electrie Building Indianapolis, Ind. 











COFFIN & RICHARDSON, INC. A. S. SCHULMAN ELECTRIC Co. 


CONSULTING ENGINEERS Electrical Contracting Engineers 


agree and Mi gs mg For Regulatory, founded 1890 

‘ax, an er Purposes = = 

Rate Case Preparation—Cost of Service Studies Ps Berge = nce 
Original Cost and Depreciation Studies DIsTRIBUTION 


Rate Design 


88 Devonshire St., Boston 9, Massachusetts 2416 S. MICHIGAN AVE, CHICAGO, 14, 




















ENGINEERS, CONSTRUCTION AND s ae & ——— 
MAINTENANCE CONTRACTORS 


Design, Construction Supervision 
for the GAS INDUSTRY pts and Shnieactuaneteinie 


foe eB od Gl ome a me) Power Systems—Industrial Plants 
GAS AnD SERVICE CO. Studies—Reports 
327 So. LaSalle St., Chicago 4, Il. St. Louis ° San Francisco e Washington 











GANNETT FLEMING CORDDRY AND CARPENTER, INC. A, W, WILLI AMS INSPECTION CO0., INC, 


ENGINEERS Specialized Inspection Service 
Investigatione—Reports—Appraisals Poles, Crossarms, Lumber, Piles, Crossties 
Original Cost and Depreciatien Studies Preservative Treatment and Preservative Analysis 


Rate Analyses—insurance Surveys 208 Virginia St., Mobile, Ala. 
N York St, Loui Portland 
HARRISBURG. PENNSYLVANIA aaa nnane a 
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27 ANDEM HYDRAULIC RESERVOIRS 
— REAR 4,000-MILE 
P ots ENGINE-OIL CHANGE 
Under normal driving conditions, 
you change engine oil only one- 
half as often on 1962 Rambler 
27 American, Classic and Ambassa- 
dor. Oil filters are standard at no 
extra cost on all 1962 models. 
—S — 
28 70 FRONT BRAKES TO REAR BRAKES 
09 New Self-Adjusting Double-Safety Brakes New 2-Year Engine-Coolant Protects to 40 Below 
GIS 
is 33,000-MILE A TOTAL 2-YEAR 


McER 7, | 


, 28 






Before You Buy Any Fleet Car...Check 
| For These Quality And Savings Features... 


| You'll Buy Rambler For ’62 






























CHASSIS LUBRICATION BATTERY GUARANTEE 













1962 Rambler Classic 6 and 0) F 1 0 2 Warranty on new Rambler 
Ambassador V-8 chassis lubrica- Powr-Guard Battery doubled. If 
tion period is 33,000 miles or IMPROVEMENTS battery fails during first 2 years 
















3 years, whichever occurs first. or 24,000 miles, whichever occurs 
Many parts lubricated for life IN ee w| B LER first, (misuse, negligence or 


on all models. This further accident excepted) it will be 


evidence of Rambler quality FOR 1962! replaced without charge by an 


saves you time and money. authorized Rambler dealer. 





















NO-CLUTCH-PEDAL 
E-STICK TRANSMISSION 


Gives the precise control of 
personal shifting without the 






















28 inconvenience of clutch pedal at 
2I 1/3 the cost of full automatics. 

Optional on 1962 Rambler 

American models. 
28 Long-Life Ceramic-Armored Muffler and Tailpipe 
8 
29 
, For Free On-The-Job Test, 
; See Your Rambler Dealer 
’ or Write: 

FLEET SALES DEPARTMENT J-127 

9 


AMERICAN MOTORS 


14250 Plymouth Road, Detroit 32, Michigan 










a Save On Fleet Leasing 
am 4 4 If your firm leases cars, ask your leasing com- r 
pany for low Rambler rates, or write us for “4 
World Standard the names of leasing companies in your area. ~ 4 


of Compact Car Excellence oe “ame, soa _— 












General Electric’s experienced turbine-generator service teams have built an unsurpassed record on economical, on-time installations, 


Economical, 
on-time 
turbine-generator 
installations 
dont “just happen” 


General Electric 
Turbine-Generators 
Help Keep 
Power Costs Low 


Steam turbine-generator Ste 


for large blocks of power 


tasmmatiaolial-uel-lel-1 genre) ay 


Thorough planning plus know-how contribute to eco- 
nomical, on-time turbine-generator installations. General 
Electric’s unparalleled record in this area is built on: 
¢ pre-installation planning with purchasers to program the 

installation in terms of time, manpower, and scheduling 

requirements, 

@ know-how of G.E.’s turbine-generator service teams 
which provides on-the-job savings and helps keep the 
installation on schedule, and 

© progress appraisals to purchasers which aid in kecping 
the over-all installation moving smoothly. 

When you specify a General Electric turbine-generator 
you get a unit pre-engineered for economical, on time 
installation—and you get personalized service for as long 
as that unit is on-the-line. 14408 


Progress /s Our Most Important Product 
GENERAL @@ ELECTRI: 





Gas turbines for peaking, 
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